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Strategy for Greece 


OME seven months have passed’ since M. Porphyrogennis, the 
Greek Communist leader, told the annual conference of the French 
Communist Party at Strasbourg that the insurgents in Greece 
intended to set up their own “government.” Now they have 
done so. On Christmas Day, General Markos, chief of all the guerillas, 
announced that a Government had been formed, with himself as Prime 
Minister and Minister of War, to free Greece of “ Anglo-American 
imperialist intervention,” to reorganise the country on “ demoeratic ” 
lines and to establish close relations with Greece’s Balkan neighbours. 
The announcement of the new government coincided with an attack 
in strength across the Albanian border, probably with the aim of capturing 
the town of Konitza and making it the séat of the new government. 
Various reasons have been put forward for the seven months’ delay 
in setting up a rival centre of authority—a step which could have been 
taken at any time in the last eighteen months. It-is believed 
that efforts were made to include in the “ government” all sections 
of opinion formerly represented in EAM. But. the negotiations 
failed for, in fact, apart from a couple of fellow travellers, the 
Markos government is entirely Communist. The real reason for 
the new move has, however, little to do with the internal politics of 
Greece. The decisive factor is Russia’s general policy in Eastern 
Europe and the move in Greece is only one aspect of the 
measures the Russians believe necessary to ensure the failure of the 
Marshall Plan. Like the dismissal of King Michael of Rumania and 
the attempt to break the last independence of the Christian Democrats 
in the. Russian zone of Germany, the intensification of the Greek 
struggle has one aim only in view—to stamp out Western influence 
in Eastern Europe. 
\nierican strategy has already had more success than the Russians 
aac comfortable. Long before any direct economic benefit can be 
obtained from the Marshall Plan, it has had the vital effect of 
restoring some self-confidence to the moderate forces in Europe. The 
collapse of the French strike and the ineptitude of the Communist 
manoeuvres in Italy cannot fail to suggest to the Kremlin that 
economic sabotage, trade union action and general, but uncc-or- 
dinated, political agitation are not sufficient to secure the halting 
of the Plan. But if minor disruptions do not have the hoped-for effect, 
the Russians face this dilemma: can they afford to see the Plan succeed 
in the face of their much advertised opposition; if not, what stronger 
‘steps can they take to destroy it ? 
It is on this issue that the Greek. civil war may become the 
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economic aid must be given to Europe on a big scale, but their 
attitude towards the general strategy of assisting the European 
countries to hold their own against Communism can best be 
summed up in tire old phrase, “ all aid short of war.” Far from 
being ravening imperialists spoiling for a fight, the Americans 
simply do not entertain the idea of direct military intervention. 
But in all diplomatic action, there must be some ultimate 
sanction. To have none is to make certain that, however stern 
and unyielding one may be over minor types of pressure, the real 
threat will always be met with surrender or appeasement. If 
the Russians intensify military action in Greece (it is hard to see 
what other course they can pursue) the Americans will be faced 
with the most vital and most difficult problem of their diplo- 
macy. They will have to face the choice between two risks, the 
risk of standing firm at the cost of a military commitment, and 
the risk of allowing the Communists to capture a position which 
has been publicly declared to be vital. 

President Truman made a step in the direction of clarifying 
this problem when he told the Italian Government that the 
United States was not prepared to see the democratic regime 
overthrown in Italy. The implication of his remark was that, if 
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necessary, the American troops of occupation, which were at the 
time in course of withdrawal, would be sent back. But it is doubt- 
ful whether the President’s statement sprang from a genuine 
survey of America’s strategic risks and interests and a hard 
decision upon how they should best be protected. It is precisely 
this survey and this decision that are most needed now that the 
Russians are showing signs of throwing down the military gaunt- 
let in Greece. The only certainly effective response would be an 
unequivocal American statement that the maintenance of an 
independent Greece is a vital American interest, and that the 
Steps necessary to clear out the rebels—not simply to contain 
them—will be taken, even if military action is involved. 

This necessity will not be lightly accepted. One set of critics 
will protest that it means war, another that it would represent 
direct unilateral American intervention in support of an irre- 
sponsible and corrupt Greek regime. To the first set of critics 
it can only be said that in a world divided between two hostile 
systems of power, war is unhappily always possible, but that 
there are at least good reasons for supposing that a firm stand 
in Greece will not lead to general war—local war is already an 
inescapable fact. From the Crimea to the first World War, 
“Britain was chronically troubled by the “ Eastern Question.” It 
was provoked by Russia’s persistent efforts to secure control of 
the Dardanelles, to which the British reply was a readiness to take 
military action to. prevent it, should it be necessary. It never 
was necessary—but it well might have been, if the British atti- 
tude had been less clear and firm, for the Russians might then 
have been misled into going so far that they could not withdraw. 
Similarly there is no reason to suppose that in the new “ Eastern 
Question ”—basically the same—Russia is ready to risk a 
general struggle if such a struggle is indeed the price of a local 


independence but for the success throughout Europe of the — 
Marshall Plan. ; 
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adventure. Or, to take a more depressing analogy, the Spa * be 
civil war, although it constantly threatened to precipitate q 
general European war, did not do so, because both sides made ig” 
clear where they stood. (That it was not the spark that fired the” 
train is shown by the fact that the chief adversaries of the” A 
Spanish war, Germany and Russia, began World War It in 
ance.) A struggle can be localised, if none of the Great Pe deci 
involved desires a general war, and this, surely, is the case toda his 

To the second set of critics, it can be said that direct unilatergh act 
American intervention is neither the only, nor the most desig: Ba jef; 
able method of shoring up Greek resistance. The Greek army the 
will, obviously, be the chief instrument of defence. What stat 
needed is to secure it the equipment, the mobility, the air ai nw: 
fire power it requites to deal effectively with what is, so far, om free 
a small guerilla force. It is a question of doing more rapid con 
and on a bigger scale what has already been started. tot 

Nor need the responsibility be entirely American. The Balkag Sos 
Commission of the United Nations, centred on Salonika, has seng ~~) ip 
observers to the Konitza battlefield and the Greek Governme ] 
has sent an official protest to the United Nations on the esp uni 
lishment of the Markos regime. Since the territorial integri tue 
and independence of a member nation are one of the inter fut 
which the United Nations are pledged to protect, there is } riv 
reason why the Greek Government should not put before @ the 
“ Little Assembly” when it meets next month new th 
for international supervision of the northern frontiers, but, this — tu 
time, with teeth in them. If some foreign contingents under to 
egis of the United Nations were added to the Greek tr tr: 
already policing the frontier, some of the sting would be t T 
out of American intervention and some check imposed u eq 
any Russian military plans. It is true that the Soviet Six wo at 
vote against the proposals, but a measure can be internati th 
even if all the nations are not included. The British, who havea se 
contingent in Greece as it is, could take a useful lead in promot- L 
ing action through the United Nations. = o1 

The critics’ distaste for the Greek Government will certainly — 
be shared by those Britons who have struggled and those — re 
Americans who are now struggling with that slippery but pla ir 
ble team. By all accounts, the economic situation is little better ir 
than it was in the spring and reconstruction goes forward at @ s 
snail’s pace while some ten million gold sovereigns lie hoarded c 
in private safes or are spent uproariously in Cairo and New a 
York. The political parties continue to jockey for power, ~ i 
Liberals and Populists attempting to oust each other ; only a | ¢ 
direct American reprimand prevented a cabinet crisis from | a 
coinciding with General Markos’s proclamation. There is thus | 
no reason to be content with or even to accept the Greek status 4 1 
quo. The effort to widen and liberalise the Government must | i 
go on. New attempts must be made to create a responsible, — 
tax-paying business community. The proposal, frequently — = 


made, that Mr John Varvaressos should be brought back to — 
oversee the country’s economic reformation has fallen so far on — 
deaf ears. But it is doubtful whether any but a Greek can cope _ 
with the combined intelligence and irresponsibility of the Greek — 
official and business class. “ 

The pattern for Greece—a firm stand on really vital interests, — 
the maximum use of the United Nations, and vigorous attempts 
to get local reconstruction on to a firm and liberal basis—is — 
really the strategy for the Marshall Plan as a whole. The appli- 
cation of the strategy may vary from place to place, just as the 
nature of Russian opposition will vary, but the underlying 
issues are the same. Nor is it likely that the Soviet counter offen- 
sive can be successifully met unless a general strategy is deve- 
loped and accepted. Piecemeal, unsustained, erratic diplomacy 
cannot carry through a project on so vast a scale nor meet oppo- 
sition so sustained and-violent. The new phase in Greece offers — 


in every way a test case, not only for the survival of Greek 
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A FTER two months of discussion with the Government, 
the General Council of the Trades Union Congress has 
mate stand pat on wages policy. The interim report issued 
s weck embodies no concession at all to the needs of national 
policy, It says that its constituent unions must be 
eft free to negotiate whatever wages agreements they can, that 
the food subsidies must be maintained and prices must be kept 
stable. The TUC, it should be noted, does not say that wages 
must be free to rise if prices rise ; it says that wages must be 
free to rise even if prices remain stable. The unions are not 
content with what they have got ; they want more. After this, 
.to throw in a few sentences about the seed for increased produc- 
tion and for a sense of responsibility hatdly amounts even to 
lip service to the national interest. 

It was, perhaps, foolish to expect anything better of the trade’ 
union movement. The TUC, after all, cannot bind its consti- 
tuent unions. And the officials of the separate unions, in their 
turn, are always looking over their shoulders at the ambitious 
rivals rising from the ranks to displace’ them, Just at present, 
they are very nervous about Communists in the unions, and 
they cannot afford to present them with such a golden oppor- 
tunity to appeal to prejudice as would be provided by a decision 
to stabilise wages. It would be wrong to blame the individual 
| trade union officials who are responsible for this latest statement. 
They do not have much liberty of action. But.it would be 
equally wrong for anybody any longer to entertain any notions 
about the trade unions being a force for progressive initiative in 
the nation. They are an incubus, an inertia. So far from repre- 
senting in some special way the noblest instincts of mankind (as 
Labour mythology has so often inferred) they are in reality 
only the most securely entrenched of the vested interests. 

Lest these statements be thought too strong, it is as well to 
recall what has happened in recent years to the distribution of 
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Wages Impolicy : 


profit incomes has fallen by a quarter ; other forms of property 
income (from gilt-edged securities or from rents, for example) 
have suffered even more severely. At least ten per cent of the 
national consuming power has been forcefully transferred is 
the middle classes and the rich to the wage earners... 

A gradual approach towards greater equality of incomes is an 
ideal that appeals to many people even among those classes who 
would suffer from it. But there has been nothing gradual about 
this transfer. There has been no attempt to analyse the con- 
sequences of such a sudden wrenching .of the social mechanism, 
with all that it implies in the removal of incentives to effort and 
ambition. Tliere has been no attempt even to discuss the ques- 
tion whether it is right that.a war in which all classes contributed 
what they could should leave behind it, as an accidental by- 
product, a social’ revolution of these dimensions. There has 
been no attempt to base the changes on the merits of those who 
have gained and the demerits of those who have lost ; the senti- 
mental assumption has simply been made that anybody who is 
paid by the week is always noble and right, while anyone who is 
paid by the month is inevitably an exploiter. To any suggestion 
that these subjects should be discussed, the TUC merely rejoin 
“What we have we hold—and as much more as we can get.” 

The object of all economic policy is to raise the standard of 
living of the people—of all the people. That ought to go with- 
out saying. But does it really follow from the acceptance of this 
principle that wage rates can never, by any accident, be too 
high, that there must never be any but upward moves, that other 
forms of income must always give ground, regardless of the 
consequences, before the ‘weekly wage-earner? If this 
becomes the accepted doctrine of the Labour Party, then 
of course it puts an end to any hope of any deliberate or 
sensible planning of the national economy so long as the party 
is in power. “ Planning” will then become (what it is rapidly 
becoming) the manipulation of all the other elements in the 
national income in the attempt to make them fit in with the 
sacred real wage-level. The result is “ not the regulation of the 
economy on the basis of the appropriate financial reform and 
the complete abolition of rationing, but the vuiversal introduc- 
tion of all kinds of rationing.” ‘The quotation is from Pravda, 

and it is distressingly true. 

It is fashionable nowadays in Labour circles to regard The 
Economist as being converted by some necromancy to the 
blackest kind of reaction. That is just silly nonsense. This 
journal «has never been Socialist in its views, that is true 
enough ; but it has always been well to the Left of centre and 
that is where it stands today. We conceive ourselves to be 





ust @ incomes in this country. The statistical evidence was examined 
tet in an article in The Economist of November 15th. The conclu- 
ue sion then reached was that, after making full allowance for 
ded changes in prices and in taxation, the real net income of the 
ew average wage-earner is between 10 and 35 per cent higher than 
hy in 1938. The total amount paid out in wages in 1946, after the 
ya deduction of taxes, was 60 per cent higher than before the war, 
om, although there were still in that year many hundreds of thou- 
us sands of men and women in the armed forces. The obverse of 
tus this great incréase in wage incomes has been a slump in other 
ust incomes. ‘The same article reached the conclusion that the 
dle, average salary, in real net purchasing power, has fallen by any- 
ly - thing from 20 to 30 per cent, while the real net value of 
to 
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- « » + inadequate capital and the provision of 
encatial:: uncane for dependants may be bridged by the capital 
and income benefits secured through the Family Provision Scheme 
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pleading for the things for which the Labour Party, as well as 
the Liberals, has always said it stood» for the-principle of 
reason in public affairs, for thinking things through | to) their 
consequences, for choosing the right policy, not according to 
its momentary popularity or the weight of vested interests that 
can be mobilised behind it, but according to the effects it can be 
expected to have. We hope we shall always stand for restraint 
in inflationary conditions, and for expansion in times of slump ; 
that is also what Socialist economists have always said they be- 
lieved in. At this moment it is as plain as a pikestaff that inflation 
is rampant all over the world and that it is eating away a bit 
more each week of the hope of attaining to any degree of 


Canada’s Problem—ll 


Prices, Politics and Dollars 


(From Our Canadian Correspondent) 


N the course of 1947 Canada virtually dismantled the war- 
time system of price control. Relatively little decontrol had 
been attempted up to twelve months ago, but by the end of the 
year there was practically nothing left. The cost of living index, 
which had been held almost steady between 1942 and 1945 
around the level of 117 to 119 (1935-1939 = 100), stood at 
127.0 in January 1947 ; by November it stood at 143.6. During 
the same months the index of retail food prices (on the same 
base) rose from 145.5 to 173.6. 

The Government had announced at the beginning of the 
year that controls would be abandoned as soon as this could 
be done in an “orderly” manner. This policy was based 
partly on the general outcry against control, which at that time 


was by no means confined to business groups, partly on the - 


hope that United States prices would recede in the summer of 
1947, and partly on the knowledge that the extremely efficient 
wartime price control organisation simply would not hold 
together much longer because so many of its staff were getting 
back into ordinary peacetime pursuits. The decontrol may 
have been orderly, season by season, but it has been accom- 
panied by so sharp a rise in prices that there is now a wide- 
spread demand for renewed price controls. 

In the special session of Parliament which was called on 
December sth, the only members who were not embarrassed 
by the demand for price control were those in the CCF 
(Socialist) party. They had steadily opposed the dismantling 
of the Canadian price ceiling and they are now in a position 
to say “ we told you so.” The fact that in 1946 the CCF was 
equally vigorous in demanding the abolition of the wage ceiling, 
which had been an integral part of wartime price control, is 
conveniently forgotten. 

The Liberals, who have only a small majority in the House 
of Commons, are trying to steer a middle path between what 
seems desirable and what seems practicable. Many Liberal 
members, with their eyes on their electorates, would be happy 
to see general price controls brought back, but members of 
the Government are convinced that it is not possible to 
re-establish the machinery and are steadfastly resisting this 
pressure. The new emergency restrictions on imports, together 
with the rest of the dollar-conserving programme, go as far as 
they feel is safe in re-introducing wartime controls, 

‘The Progressive Conservative party, which constitutes the 
official opposition, is even more embarrassed by the course of 
prices than the Liberal party, for ever since the end of the 
war it has urged more rapid decontrol, and practically all the 
other economic policies it has supported would lead to higher 
prices rather than lower. However, the Progressive Conserva- 
tives are doing their best to capitalise on the public reaction 







































Tid ECONOMIST, January 3, 199 
economic stability within this generation. Never were the seg 
of slump being more clearly sown than they are today. | 
such atime there are two possible courses of action. Onej 
to take the unpleasant steps necessary to re-assert some cont 
over affairs, no matter what rosy dreams may be shattered @ 
the process. The other course is for everybody who does wal 
out of inflation to cherish for a few months longer the illusigg 
that it can last for ever. The trade unions have made they 
choice. They Have turned their thumbs down on forethought 
They prefer to let things take their “ natural” course. 
can be quite certain that their own members will be the 
sufferers in the end. 


against the Government’s import controls. They have prope 


as a partial if not complete alternative to the Governm ents : wa 
dollar-conservation programme, the following measures: (3) per 
that all export embargoes on goods—particularly farm producy refl 
—which might be sold in the United States should be rescinded the 
and that the country should take all possible advantage of the ] 
Geneva trade agreements. (This would obviously lead to sharply rat 
increased prices in Canada. It would also interfere materially / bal 
with exports to other countries, including the United King the 
dom.) (2) The Canadian dollar should be put back to the level bet 
of go cents in terms of American dollars thus “ correcting the pri 
mistake that was made on July 5, 1946” when the Government sar 
raised the Canadian dollar to parity. ied ind 

The proposal to devalue the Canadian dollar by 10 per cen Gc 
is getting a great deal of attention, not all of it very intelligent, red 
It will be recalled that in September, 1939, when foreign pr 
exchange control was established, the Canadian dollar was fixed pre 
at 90 US cents, which placed Canadian currency in its trade 
tional position half way between sterling and the US at cal 
These exchange relations were continued until July, 1946, whet | ex 
with price control breaking down in the United States, the wi 
Canadian dollar was put back to parity in order to insulate do 
Canada from rising prices there. * ce 


To some extent, obviously, the change in the exchange raté 
must have succeeded in its purpose, but American prices swept 
upward at such a rate that no stability was possible in Canada, 
However, two factors emerged in the Canadian balance of pay 
ments in 1946 which drained Canadian reserves of gold an 
US dollars—a deterioration of the balance of payments on 
current account with the United States, and a cessation of the 
inflow of American capital. The Progressive Conservatives 
are, rightly or wrongly, attributing both these changes to thé 
change in the exchange rate and are thus claiming that this © 
change was largely responsible for the import restrictions which — 
have become necessary. These arguments deserve examination, ” 

Traditionally, Canada has always had an unfavourable P 
with the United States. According to statistical eae, 
adverse balance has varied between $1 million (in 1936) 
$437 million (in 1929); it is almost always large in boom peri 
In 1944 and 1945, however, Canada achieved for the first 
in statistical history a favourable balance on current 
with the United States amounting to about $30 million each _ 
year. This favourable position was produced partly by heavy 
demands for Canadian products, including purchases of 
Canadian wheat by the US Government, and partly by diffi. 
culties in obtaining supplies in the United States by reason of — 
continuing wartime controls in that country. i 
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In 1946 the situation changed completely; Canada ran an 
adverse balance on current account with the United States which 
reached the unprecedented total of $603 million. In'1947> the 
deficit has been officially estimated at’$1,100 million for the 
first ten and a half months. The most important factor con- 
tributing to these deficits has been heavy imports of capital 
goods, but there has also been an increase in consumer goods 
and, of course, there have been substantial price increases all 
along the line—although these have been partly, if not largely, 
offset (in the trade balance) by increases in the prices’ of 
Canadian exports to the United States: 

As for the flow of capital between the United States and 
Canada, from the beginning of the war to the end of 1945 
there was an inflow exceeding $1,000 million. In part this 
movement was a result of an exchange rate which seemed to 
» under-value the Canadian currency, thereby holding out the 
hope of a capital gain for Americans who placed or re-invested 
smoney in Canada. This capital gain actually occurred when 
Canadian dollar went back to parity in July 1946. 
Immediately much of the attraction of placing or leaving money 
in Canada disappeared. Indeed, the opposite attraction de- 
veloped. In so far as the Canadian foreign exchange control 
permitted it, capital began to move out of the country ; this was 
reflected in the sharply falling value of the Canadian dollar in 
the “ outside ” market in New York. 

It seems very doubtful whether the change in the exchange 
rate materially influenced the shift in the current account 
balance which began in 1946. The ro per cent reduction in 
the cost of imports (below what they otherwise would have 
© been) can scarcely have been a very important factor, since 

| price increases of far larger amounts were taking place at the 

same time in the United States. As for exports, Canadian 
industries were operating to capacity, and in many cases the 
_ Government was restricting free export in order to keep a 
= reasonable volume of supplies at home in Canada at reasonable 
prices, so there is no reason to believe that a 10 per cent 
premium on exports would have earned many extra dollars. 
The change in the exchange rate did, however, affect the 
_ capital position—probably a good deal more than the authorities 
expected. But this does not mean that a reversion to 90 cents 
would correct that position now. The discount of the Canadian 
dollar in the “ outside ” market has been running at 12 or 13 per 
cent, and the discount on Canadian securities in New York 
has been running from 16 to 22 per cent, depending on 
the type of security. It seems doubtful whether an official 
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T has been reported from Rangoon that the Burmese Govern- 
ment recently altered the date originally chosen for Indepen- 
dence Day on the advice of an astrologer. Such a regard for 
correct timing sets an example which puts Whitehall to 
shame. In spite of the continual growth of the bureaucracy and 
the vast ramifications of planning, there is no evidence that the 
British Government has as yet taken thought how to obtain from 
experts a knowledge of the future sufficient for its plans or to 
choose lucky days for burning its boats or re-crossing the 
Rubicon. 

In the old days of laisser faire, self-adjusting economy and 
automatic progress, it was possible to ignore the need for 
foreknowledge and even to indulge in a sophisticated rationalist 
disbelief in the claims of the prophetic science, without grave 
consequences to the body politico-economic. But when every- 
thing depends on planning, the lack of correct foreknowledge 
may bring the most appalling catastrophe ; without infor- 
mation of what the stars foretell or the crystal bowl reveals, 
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depreciation of ro per cent would suttice to intercst American 
investors in putting their money’ into Canada, particularly -in 
the light of the restrictions that have now had to be put on 
trade, travel, etc. But any depreciation; whether of 10° per 
cent or more, would a price increases and, while helping 
to correct the balance with the United States, would create an 
even greater unbalance in Canada’s international accounts with 
Great Britain and other countries: Hence the Comer - 
most insistent that it will not devalue at present. 

Whatever may be the cause, Canadian reserves of goldand 
US dollars have fallen very quickly. They reached an‘all-time 
peak in April 1946 of $1,667 million ; by the end of that year 
they were down to $1,245 million. By April 1947 they had 
fallen to $700 million, after which they continued to deteriorate, 
although at a somewhat less rapid rate until, ar the end of 
November, they stood at $480 million. 

The total loss during the year 1947 has been something like 
$800 million. The economies that are now in effect (the import 
bans and quotas) are not likely to produce savings of more than 
about $300 million per annum; apparently they do not go 
half far enough to meet the deficits experienced last year. 


However, there are other factors to take into consideration. - 


Most of the deficit in 1947 occurred in the first four months ; 
after that the deterioration was less rapid. Further, the Govetn- 
ment has announced other plans in addition to those which 
are already in effect: restriction on the import of capital goods, 
materials and components from the United States, increased 
exports of manufactures to that country, and finally special 
assistance to the gold mining industry. It is impossible to say 
how far these will go to fill in the gap. It is clear, however, 
that the gap is not completely filled and that the Government 
must rely on other sources of US dollars more heavily than in 
the past. It must arrange for more exports for cash and less 
on credit. 

The great question is: How much Marshall Plan money will 
be spent in Canada? If Congress adopts President Truman’s 
recommendations, the amount to be spent in Canada over four 
and a half years might exceed $3,000 million. This would 
certainly solve Canada’s dollar problem. But it cannot be 
counted on until Congress has voted. And even so, it would 
raise another problem. How can Canada make available for 
export under the Marshall Plan goods worth $3,000 million 
without either a very sharp further inflation or else a general 
reintroduction of price control, allocations and rationing ? 

(This is the second of three articles.) 


Old Moore and the New Diplomacy 


the best-intentioned planners may go astray, like the man 
who introduced the rabbit into Australia. Moreover, the 
habit has been acquired of fixing in advance definite dates and 
time-limits for major political and economic operations and, in 
this field above all, decisions are not to be taken lightly. At 
present, the British public is not told at all how such decisions 
are taken. Why was August 15th, rather than August 16th, 
chosen for the transfer of power in India ? Was it because it 
was Napoleon’s birthday ? And why has May 15th been chosen 
as the date for the backhanding of the Palestine Mandate ? The 
date-fixing is done in the utmost secrecy and we have no means 
of knowing without breach of the Official Secrets Act whether 
civil servants assembled in an inter-departmental committee per- 
form shamanistic dances until inspiration comes, or whether the 
responsible Minister merely selects a date by pricking a calendar 
blindfold without any resort to occult wisdom. On circum- 
stantial evidence we cannot but suspect that gederonpihy ine fd 
the one usually followed. 
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But there are grave perils in choosing an unlucky day for so 
-pomentous an occasion as the quitting of the Holy Land. Since 


the war British policy has developed a technique of what may be 
called the ultimatum in reverse. Formerly, the ultimatum in 
diplomacy was associated with aggression or at least with coer- 
. cive military or naval action after the devices of pacific diplomacy 

had failed to bring satisfaction. The aggrieved state, to stop stall- 
ing and evasion of its demands, set a time limit for a sufficient 
reply, without which it would “ take whatever action it deemed 
necessary ”—words preliminary to the forward march of troops 
across a frontier. But the time limits of British post-war policy 
threaten no British attacks and prepare no onslaughts, whether 
for expansion or for redress ; they are threats of renunciation 
and withdrawal. Britain convulses the world with its retreats 
and menaces mankind with surrenders of power. Such a policy, 
however bold in conception and skilfully executed, is fraught 
with dangers ; it is liable to create much ill will. Just as Ameri- 
can politicians, anticipating the electoral votes of New York 
State, were about to place the last straw on the back of the 
British camel, they were suddenly confronted with the shocking 
prospect of there being no camel ; indeed, the camel is not only 
refusing to carry any more straws, but has announced its inten- 
tion of pitching the whole White Man’s Burden overboard into 
the sand. Such unwonted recalcitrance on the part of the camel 
can only be justified by a successful outcome, and this makes it 
all the more essential to ascertain whether May 15th has been 
well chosen as the date for the release of what is coming to 
Palestine, 

To obtain some guidance on this and other problems loom- 
ing ‘ahead, it is natural“ to refer to ‘Old Moore, the doyen. of 
astrological almanacs in this country. It is disappointing, there- 
fore, on looking up the predictions for May, 1948, to find no 
mention of events in Palestine. There is, indeed, no reference 
to the subject until November when we read that “in industry 
more oil is required and that affects our views on maiters arising 
in Palestine.” This sounds rather sordid after all the lofty con- 
siderations of moral principle which have hitherto, as everyone 
knows, exclusively determined the policies of the British and 
American Governments with regard to Palestine ; is it really 
possible that our standards will have deteriorated. so. rapidly 
between. now and next November ? But perhaps, on the prin- 
ciple that “no news is good mews,” we should be greatly 
encouraged by the lack of further mention of Palestine in the 
list of predictions, On the other hand, we cannot be sure that 
the prophet’s silence is not due to a lack of attention to this par- 
ticular field for interpretation. The Delphic oracle in antiquity 
never talked unless questions were put to it, and the message of 
the stars is likewise withheld from those who do not seek it. 

* 

Old Moore’s own interest seems to be mainly in home affairs, 
though there are some useful indications in the international 
field. For January we are told: “ As forecast in our pages dur- 
ing the past few years, the influence of the so-called ‘ New World’ 
is much more marked. Uncle Sam has his feet and his money 
firmly planted in the fount of the Old World, usually 
referred to as the Middle East.” This is reassuring, as it guar- 
antees that the United States is not going to bolt into isola- 
tionism within the next few weeks. More disquieting is an 
allusion to a disturbance of the peace in the Caucasus and the 
statement that “our views on the actions of Turkey undergo a 
change.” However, the repercussions of this episode seem to 
have faded out in February, when the centre of interest moves 
westward ; we learn that the influence of the Pope is growing, 


. especially in this country,” and that in Spain “the head of 
the State reacts more readily to constitutional Tequirements than 
for many years.” March is apparently empty of i important events 
abroad except that there is a hint of trouble in the prediction 


that in the United States “ more — conditions are de- 
manded by many sections.” 
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TH 
In April a cheerful note on Eastern Europe is struck’ 
the news that “ shipping on the Danube is now more ctive ee 
The iron curtain appears to have loosened satan ; 
we read that “the competing interests have decided that 
must go on and the division of the spoils settled later.” Ty 
sounds like the beginnings of a reasonable compromise betwe Fort 
Russia and the Western Powers, but the prophecy goes on | 
declare that “Russian influence is very strong,” so, perh - ut 
the Kremlin is not so much coming to terms as pulling a fay oe 
one. On the other hand, in May, we find that “ more inflg ont 
ence "—apparently British—* is exerted in events taking p! ct was, 
in the north of the Continent”; this may or may not be co Cha 
nected with June’s rather sensational disclosure of rivalry fe - 
control of the North Polar regions. This fortunately is 9 to t 
carried to extremes, for although “ the frontiers between com. Mai 
peting interests are not yet clearly defined, some notable ad Berl 
vances are made in their demarcation.” Perhaps the ice of thes wad 
high latitudes chills ideological passions and renders it casigg v 
to reach agreement, for further south the picture is still much Nar 
less encouraging. Uno “ has a whole crop of undecided problenis clas 
before it and the hoped-for peace on the Continent does not 7) of | 
materialise. France is particularly unsettled, while Germanyis the 
still split in two.” < Me 
* the 
4 sad 
There is, apparently, a lull in foreign affairs from July to | of 
September, but they liven up again in October with restlessness | a 


in the Ruhr and the question being “ frequently asked”: Who 7) 
is getting the benefit of this increased output ? France is dissatip ] 
fied and “ even Russia has some comment to make on the distr 












wel 
bution of the output.” That Russia should comment on amp for 
thing not strictly its own business is, indeed, surprising, and ss 
we can only hope that the remarks will not transgress the hone a \ 
of Moscow’s customary fairness and restraint. his 

In November “our newspapers, now able to devote rea ie 
space to events outside this country, have much to say about M 
Uncle Sam.” This certainly implies that more newsprint i | 
going to be available, and if so, The Economist will, indeed, be be 
glad of the opportunity to report more fully than would other fe 
wise be possible on the election then due to take’place in the 7 W’ 
United States. Old Moore hints darkly at the result with the | . 
prediction that “new men responsive to. new pressure groups te 
appear on the stage, though the leader has been tried in the 
saddle for some ume.” These words suggest that-Mr Truman | 
will be re-elected, but, of course, it depends what you. mean by v 
a saddle ; it might be a cryptic hint of a “ man on horseback.” 

The predictions for December are exceptionally mysterious. — F 
We learn that Uno is concerning, itself. with atomic energy | aR 
which is nothing new-—but that “ suspicions about atomic use | tt 
have not yet béen laid to rest "—a phrase which seems to imply e 
a degree of progress unimaginable in December, 1947. Again, we 7 : 
are told that “ our position at Shanghai is further clarified.” i . 
the British firms now trying to do business in China are é 
aware that it has so far been clarified at all. There seem e 8 
be in these and in other matters serious gaps and omissions inf 
the tale of events, so that we often get an effect like that of : 
skipping pages in a book and reading on in ignorance of inte — : 
mediate devtlopments. It must be admitted that, in spite of its 
great tradition and antique charm, Old Moore today is not em é 
tirely satisfactory as a guide for the politician or diplomat who — 


wishes to be adequately informed about the future. ‘What is 
needed is a Government plan for mobilising the astrological 
talent of this country—which is more plentiful than is generally _ 
realised—and providing cach Ministry with a Stellar Relations © 
Officer who would be responsible for advice in the correspond 
ing field of interpretation. For the Foreign Office particularly — 
the need is urgent, so that next time Britain threatens to 
cok ee ee 
has-the approval of all the ‘signs ‘of: the zodiac. : 
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“NOTES : OF 
Forty-Eight , 


The new year gives promise of being a year of note, not one 
of those anonymous years that are remembered only as the year 
after something or the year before something else—years like 1788, 
1816 or 1913. But 1948 will have to’ start early and ‘work hard’ to 
come near equalling the record of 1848.° What a crowded year that 
was, with the “Communist Manifesto” in February, the Great 
Charter in April, and revolutions and countet-revolutions covering 
almost the whole year, from the révolt against King Bomba in 
Sictly in January and’ the’ flight of Louis Philippe in February 
to the stamping out of the last sparks in Italy in the autumn. 
March was the great month; when revolution broke out in Vienna, 


: Berlin, Munich, Milan and Rome, and every throne in Europe 


trembled—except Czar Nicholas’s and Queen Victoria’s, and there 


__ were plenty of people who thought the Charter threateried that too. 


With all its flurry, 1848 was not a very decisive year. Professor 


_ Namier has called it “the revolution of the intellectuals,” and that 


class has never shown more clearly.its surfeit of ideas and its lack 


» Of political effectiveness. By the end of the year nearly everything 


was back in its former place, with very little apparent progress 
made, unless it was progress to substitute Francis Joseph for 
Metternich, Louis Napoleon for Louis Philippe. Yet progress 
there was nevertheless. Reaction, which had been put back in the 
saddle in 1815, was in 1848 given its final notice to quit in favour 
of the dawning Liberal era. The real man of the year was not 
Lamartine in Paris, nor Manin in Venice, nor Mazzi in Rome, 
nor Gagern in Frankfurt, but John Stuart Mill publishing his 
“Principles of Political Economy” in London. 

Historical parallels are irresistible and plenty will be drawn 
vetween 1848 and 1948. . There is an obvious candidate in Paris 
for the parallel to Louis Napoleon ; there will be a new Frank- 
furt Parliament ; and there may. well be another Communist 
manifesto. But where is the parallel to Metternich, the ruler of 
a whole generation, who began the year invincibly secure behind 
his secret police, and yet was a fugitive before Easter? There is 
only one Government in Europe that is thirty years old; but it 
will take more than a historical parallel to run Stalin out of 
Moscow, 

The truth is that there is nothing but. numerology in common 
between 1848 and 1948. The one.was the explosion of forces long 
fermenting under a surface of apparent tranquillity ; the other 
will be a year when a.frantic world searches for a sedative. Con- 
trasts with 1848 will be more welcome than parallels ; 1848 was a 
year of much disturbance and little decision. Let us hope that 
1948 will be a year of decisions without disturbance. 


* * & 


Will Frenchmen Foot the Bill ? 


Day by day the problem of inflation grows more urgent in 
France. In the introduction to the recently published National 


*Balance Sheet, M. Jean Monnet said that inflation “has reached 


the acute phase which may soon prove fatal,” and another French 
economist has published the graph of the German mark between 
1921 and 1923 and the French franc between 1945 and 1947. 
The franc follows the mark, leap by leap, save that the franc 
stops short at the December figure whereas the mark shoots on to 
climb out of the graph altogether at the bitter end. A further 
spin to the spiral has, moreover, been given in the last few days, 
for minimum wages have been raised from 7,564 francs a month 
to 9,590 francs, the change to be retrospective to December fst ; 
and this new purchasing power is almost certain to have an 
immediate effect upon food prices, since so much of the 
worker’s budget is in afiy case spent on food. Civil servants are 
also to receive increases in their ‘salaries, and nobody believes that 
the recent increases in_price authorised for industrial goods will 
mop up more than a fraction of the new purchasing power. 

The hope of countering inflation depends, therefore, upon M. 
Réné Mayers anti-inflationary measures, and it must be admitted 
that theit, progress through the As ‘has not been - en- 
couraging: ‘The eesence of the proposals, it will be recalled, das 
to absorb the’ surplus ‘purchasing powet pressing tipori every price 








‘in France by a special: levy : / ofits ‘exceeding 
450,000 francs a year. “The levy would bring in—irwas hoped— 
ee in Gee erween fevenué and expendi- 
ture wotild! also’ idged ‘by ‘a “'rdle, ‘i t 
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Unhappily the Assembly set to work to emasculate the Bill. 


They reduced the number of farmers and ‘sh ers who would 
be liable to the tax and it was clear from their manoeuvres that, 
far from thinking of inflation, they had their eyes fixed only on 
votes at the next election.. The Gaullists were particularly irre- 
sponsible, It is true that the Council of the Re Boe Heke 
Chabon Recon some of the cuts, and | Lower How: 
accepted their verdict, but only after proving that most of France’s 
elected leaders are more interested in the ‘political game than in 
national survival. . es Be: 
And behind the Assembly are great non-taxpaying, anti-social 
classes, both in.town and country, who never. have pulled 
their weight in the Republic and show little sign of 30 
now, While they hoard and the workers starve, there can be no 
stability for the country. If this latest battle for the franc is lost, 
it is the battle for France itseif that will begin. ; 


* ae * 


Sins of a Good German 


Berlin has offered in the last fortnight a preview of what 
could happen to a central German government established at the 
heart of the Russian Zone. ‘The Russian political administrators 
have used every meanis short of fotce—or the threat 16 use forcé— 
to oust from leadership of the Christian Democratic Union (CDU) 
in Berlin and the Russian Zone, Jakob Kaiser and his deputy 
Ernst Lemmer. Both have stood firm on the principle that parties 
are independent and their leaders removable only by thé freely 
expressed decision of their followers. Behind them Christian 
Democrats all over Germany have rallied, and the conference held 
in Berlin this week asserted their claim, as the largest party in 
Germany, to a special and independent, role in the building of 
German unity and development of democracy. On the immediate 
issue before them they declared that Dr Kaiser and Herr Lemmer 
could be removed only by decision of the zonal conference that 
elected them. rea 

The next step lies with the Russians. They may swallow the 
defiance, or they may persist in the attempt to get the two GCDU 
leaders removed or made powerless by their followers in the 
Zone, who are divided in their attitude to Russia. Whichever 
course they choose, its effects will be felt all over Germany ; for 
the principle at stake is one in which all parties in-every zone 
are interested. 

The CDU, and Dr Kaiser in particular, have been under ‘fire 
since last summer, for obstructing Russian efforts to increase the 
Communists’ dominant role in the State governments. The Soviet 
political administration has hitherto shown forbearance ; it has 
attempted to gain, rather than extort, support. For the very good 
reason that the CDU is the only party which extends, with some 
variations in policy, over the whole of Germany. But matters came 
to a head when Dr Kaiser recently committed two mortal sins. He 
declared publicly that the Oder-Neisse frontier was a threat to 
future peace ; and he prevented the CDU from being represented 
as a party at the so-called “People’s Congress” in Berlin, con- 
vened four weeks ago at Russian instigation to demand -unity 
a la Molotoy. In short, he exposed the fact that to most Germans 
unity is an empty phrase unless it means the unity Of a Reich 
to which the eastern provinces have been restored. 

... Lhe CDU’s. boycott. of the “ People’s Congress” threatens to 
cripple Mr Molotov’s. campaign to persuade the German people 
that the Russians are the best. friends of German unity ad inde- 
pendence, In this campaign the all-party “People’s Congress ” 
was to have been the spearhead, with branches all over Germany. 
Thanks largely to Dr Kaiser, and to the remarkably courageous 
stand of his followers, that body is unlikely to represent anything 
more than the Communist-directed Socialist Unity Party of the 
Russian Zone. ; ¥ ig 
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f Britain and America acting in the closest 0 ert in all usp 
‘of their German “policy. ' Tr ‘would perhaps be better for 


Western ‘Powers’ if the picture in any way tes¢mbled the trath 


The fact is that the workings of British and Ame 
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for Germany manage to be co-operative only after long and arduous 
effort ; and then disagreement seems to spring up naturally and 
luxuriantly on any point which has not been the subject of detailed 
examination. ; 

The latest instance concerns the vexed question of reparations, 
In the last year, slowly—very slowly—but steadily, the Potsdam 
policy of dismantlement has continued, with 25 per cent of the 
machinery earmarked for Russia and the rest allotted to the 
countries covered by the agreement setting up the Inter-Allied 
Reparation Agency (IARA). This body, broadly speaking, repre- 
sents the interests of the Western Powers, but—rather incon- 
veniently from their point of view—includes Jugoslavia and 
Albania. In the spring of 1946 the Americans, for a time, refused 
to make any new allocations to Russia from their zone until 
the Russians fulfilled their obligations under the Potsdam agree- 
ment. The British did not follow suit. Deliveries to Russia 
continued and pressure was put upon the Soviet Government to 
ensure that they in return fulfilled their part of the reparations 
bargain, according to which food and raw materials to the value 
of 15 per cent of the deliveries from the West should be dispatched 
from the Eastern Zone. Such was the position at the time of the 
London Conference. 

Immediately after its breakdown Mr Marshall threw out the 
hint that America would again consider stopping all reparations to 
Russia. But almost simultaneously the Russians announced that 
they were ready to begin their deliveries of the promised raw 
materials. This conjunction places the British Government in a 
very awkward predicament. The interests of the Marshall Plan 
and the desirability of keeping in step with America suggest that 
the British should follow the American lead. The interest of the 
IARA countries in receiving their share of the reparations now 
to come from the Russian area pushes them towards the con- 
tinuance of reparations deliveries to Russia. It is an unwelcome 
predicament, but at least it should explode once and for all the 
idea of a concerted Anglo-American strategy in Germany. 


. * * 


Mr Isaacs Spreads his Net 


Details of the Registration for Employment Order—more 
popularly known as the “ Spivs and Drones” Order—issued by 
the Ministry of Labour this week, suggest that Mr Isaacs is 
spreading his net far and wide without any very clear idea whether 
he will catch a minnow or a whale. The Ministry cannot give 
any estimate of the numbers who will register under any of the 
three categories—the street traders, employers in betting and 
gambling undertakings, night clubs and amusement arcades, and 
the “ not gainfully employed or occupied.” The potential number 
of registrations under at any rate the third of these headings is 
enormous, but the numbers likely to become available for useful 
productive employment are surely very small. In any case, a 
number of convenient loopholes are provided which the inveterate 
spivs and work-dodgers will be quick to use. 

A barrow boy must register if he has a regular site in a street 
market, but if he moves up and down the street knocking at door 
to door he will be exempt. A poet or a free-lance journalist who 
can prove that he is “spending 30 hours a week in writing with 
the intention of selling” need not register, but an actor who is 
“resting” must apparently conform. People who are doing 
voluntary work must register, but if they are doing useful work 
for 30 hours a week they will not be called upon to take up other 
work. Those who can think of a good reason why they should 
not work at all, and can persuade the Ministry of Labour officials 
—or, in the case of women, the special Women’s Panels—will be 
left alone. 

An enormous and altogether unfair responsibility is being 
placed on the Ministry’s local officials, both in the interpretation 
of the Order and in any action following registration. How can 
an employment exchange manager determine who is, or is not, a 
genuine writer, and why should a 30-hour week be the criterion ? 
And even if a man cannot, or does not wish to, sell his work, why 
should he be disturbed ? The impression is left that a vast 
administrative facade is being set up, for what is mainly the 
window-dressing purpose of satisfying the TUC that there will 
be genuine “equality"of sacrifice,” and that the “idle rich” as 
well as the manual workers are being subjected to labour control. 
An as aspect of the whole business is the encouragement 
which. may. ven to unofficial snoopers and informers, . The 
Ministry of Labour itself has no direct means of checking up on 
fegisirations : it does not intend to inyoke the aid of the police 
but however much it may disclaim the desife to irage in- 

ormers, it cannot very well ignore r tions i iv 
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Newsprint and Newspaper Prices 


The price of British newsprint is to be increased by anot 
£9 a ton next week. The reasons given are the general rise in | 


costs, but particularly of British coal and Scandinavian wood pt a 
The particular interest in this increase lies in its effect on roa 
press. Will it tip the balance against the continuance of the penny cn 
press at a penny? This last increase, following a rise of £7 laggy ny 
July, brings the total price per ton to over £48 wide 
£11 tos, in 1939. To have kept the selling price of most of the Poona 
papers at the pre-war figure in the face of such an increase dq hol 
costs is quite an achievement ; and if it is continued it will eat cont 
into profits very severely. and | 

Fortunately for the public three forces. are ating against neon 
an increase in the price of the national dailies. first is the | witedl 
need for unanimity: no one paper is going to be so suicidal as to each 
take unilateral action in raising its price. The Daily Express a large 
the Daily Mirror, the competitive pace-makers of the last decade, © beled 
are well enough content with the present price, and the rest must 7 and | 
follow suit. But some of the others would like to go to 14d.; some 7 Cory 
(of which the Daily Herald is said to be one) because they have Cory 
difficulty in making ends meet, others (for example the Daily chos 
borate of their responsibilities to their numerous public shares mer 

ers, 

The second factor making for stability is the very smallness of oat 
the coins for which a British newspaper sells. An increase of a ~ 
halfpenny is the smallest that is practicable (there are not enough © 
farthings in the country to make a price of 1}d. possible). But an © 
increase of a halfpenny would be an increase of 50 per cent andit © Ex- 
would provide far more revenue than is needed at the moment. © 
It would therefore certainly bring an enormous number of com- ae « 
plicated readjustments in its train—in particular, further demands @& rt 
for still higher wages—which would inflate the level of costs toa 9 °° 
degree that cannot be permanently sustained. And thirdly, so © 
long as the papers are restricted to four pages, the burden of dearer © dt 
newsprint is at a minimum, while the competition for such adver- — hi 
tising space as is offered is so keen that advertisers will pay high as 
rates. For the present the national dailies will probably stay at — yest. 
a penny. But the issue will arise again in an acute form as soon © ee 
as there is sufficient newsprint to permit the popular dailies to ' Ma 
expand to six or eight pages. Dearer newspapers will then be , 
inevitable if newsprint is then selling at anything like today’s So 
prices. Meanwhile almost every day brings news of increases among = 4,:,, 
the more expensive dailies, the weeklies and periodicals. Some oa 
of the Sunday papers rose to threepence in the summer and the hie 
Financial Times succumbed on January rst. Others are following a 
suit. The Economist has no intention of increasing its price—at | ii, 
present. $er 

* * * >] pal 

Fe rer 

BEA’s First Year ~ Ga no 

In the first eight months of their Continental operations and ~ © 

the first two of their internal flying, British European Airways ~ ss. 

have lost £2,157,937. Giving these figures last week, the first © be 
annual report showed with. depressing clarity the perverse and — 

difficult conditions that caused them. In the Corporation’s forma- ~ of 

tive period a heavy initial outlay with but little return was expected. pe 

But it has proved heavier than anticipated. About three-quarters ~ he 

of the staff had had no previous experience of work in civil ait- fr 


lines : technical training of aircrews cost nearly £600,000. Accom- — 
modation was difficult to find and inconveniently sited: the sup- th 
plies depot had to be extended over a widely dispersed area some 8a 
20 miles from the main engineering base. This has meant a 9 cx 
dissipation of effort, increased rentals and communication costs, — fi 
and waste of working time—all of which have added to operating at 
costs. ¢ ‘ 
Nor has the Corporation been fortunate in technical matters. — t 
Sometimes nearly a quarter of the Dakotas, which formed the ~ b 
backbone of its Continental fleet for most of the period under — o 
review, were grounded through lack of spare parts. A reasonable ~ C 
supply was finally assured by the establishment of a buying office in d 
America ; but this increased their cost by so per cent. The eagerly R 
awaited Vikings had to be grounded only three months after I 
their introduction, They stayed on the ground beyond the period ¥ 
under review. Navigational aids were generally inadequate 10 t 
meet the Corporation’s standards of safety, and three out of every 
ten Continental flights scheduled for February and March were 
cancelled as too dangerous. On those completed, extra fuel was 
carried to provide an ample safety margin—but at the expense — ‘ 
vie payload and, consequently, of revenue. Seats reserved for 
‘TPs, which were not cancelled early qaneh to permit their re- 
ak, ‘cost irrecoverable duties on fuel £14900—they 4 
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sted to be £100,000 in a full year—landing 
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they are so high in the UK that short routes, are: made * quite 
uneconomic,” 

~The list seems endless. Yet such disadvantages had been fore- 
seen. To meet them the Civil Aviation Act provides for a toss 
of not more than £10,000,000 for each of the first two years of 
the Air Corporations” existence. It had been obvious for some 
time that their first year’s deficit would not be less than this 
sum, Admittedly the present economy drive underlines its size, 
just as the dispute about the Tudor focuses attention on the 
whole organisation of British civil aviation. But to show undue 
concern at a deficit different only in degree from that expected 
and to hint of revolutionary changes in organisation appears un- 
necessary. The amalgamation of the three Corporations into one 

would, of itself, be of no advantage. The special requirements of 
each would have to be duplicated in separate divisions of the 
larger body. And it is extremely doubtful whether the financial 
benefits would be large enough to offset the loss of individuality 
and the spirit of emulation encouraged by the existence of separate 
Corporations. Yet this is not the main issue. So long as the 
Corporations—or, for that matter, a single Corporation—are the 
_chosen monopoly instrument of the British Government, com- 
_ mercial considerations are liable to yield to political. The intro- 
- duction of ra0dern machines should reduce costs. But the situation 


7 _ will always be potentially uneconomic. 

igh 

at * * R 

iit > Ex-King Michael - 

= x The abdication of King Michael has made Rumania a 

ids ae “People’s Republic,” bringing it formally into the same category 

To ES Jugoslavia, Albania, Bulgaria and Mongolia, the “most pro- 

1° ae gressive states in the world after the USSR.” 

val >= The wartime Allies owe a great debt to King Michael for one 

— of the decisive actions of the war. On August 23, 1944, he made 

igh | * his country break with the Axis. Thereby he opened the German 

‘a2 south-eastern front to the Russians and shortened the war by many 
== months. But he also ensured that the whole of Central Europe 

on | ~=sC would be “ liberated ” by Soviet, and not Anglo-American troops. 

he 4 Marshal Stalin showed both a deep historical understanding and 

: a pretty sense of humour when he awarded the king the highest 

y's © Soviet decoration, the Victory Order. For King Michael’s brave 

ng > . biow at the Germans who were exploiting his country set in 

FG motion the Sovietisation of Eastern Europe which has now driven 

the = him from his thvone. 

> ‘The audication is only a formality. The Gleichschaltung of 


Rumania was completed two months ago, when Mr Maniu was 
» sentenced to life imprisonment, and when the non-Communist 
> parties in the Government (Socialists and Liberals) lost the last 
—* remnants of independence, For two years King Michael has had 
no power, His formal opposition to the Groza Government had 
to be abandoned when the Western Powers recognised it early in 
1946. Evea his personal household had long.been filled with men 
considered “ safe” by the Communist Party.” So his position has 
been equally embarrassing to himself and to the Communists. 
The decision to abdicate was announced suddenly, without any 





na- ~ = of the anti-monarchy propaganda which was used before the 
ed. 3 proclamation of a republic in Jugoslavia and Bulgaria. It may be 
crs hoped that the regime will now have the decency to leave him 
t= “ free to go where he will and marry whom he wishes, 

m- Though not affecting the real balance of power in the country, 
up- = = the abdication will greatly depress the average Rumanian, who still 
me =| saw in the King the symbol of a national independence which he 
ta = could not admit to himself had utterly disappeared. The leading 


figures of the regime are now the Foreign Minister, Anna Pauker, 
-» and the War Minister Emil Bodnarash. Mrs Pauker is a Polish 
2 Jewess who, while in exile in the Soviet Union in the ’thirties, 
denounced her husband as a Trotskyist and has never looked 
back since, Bodnarash is a former Rumanian regular army officer 
of Ukrainian extraction, who fled to Russia when his work as a 
Communist agent in the army was discovered, and who has 
directed for the last two years the Special Security Service, 
Rumania’s second and most secret political police? He will doubt- 
less use his position to speed up the recruitment of Rumanian 
volunteers for the Greek rebel forces, for which propaganda has 
been conducted in Bucharest for some months. 


x * : * ; 


Question for the Commonwealth 


In their decision to appeal to Uno against Pakistan over 
the Kashmir conflict, the Indian t are fully. within 
their rights as a Dominion. It is nevertheless surprising that the 
dispute should be brought before Uno without any serious attempt 
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to find a solution within. the limits of the Commonwealth. 
situation in the world being what it is, the Indian AoE to 
whatever its result, is only too likely to involve Indian affairs in, 
the whirlpool of current Great Power rivalries and to afford certain 
nations a golden opportunity for fishing in- _-waters...._It. 
is indeed deplorable that there exists in the Commonwealth no 
machinery for dealing with disputes between its members, which 
could be used as a means.of settlement within the family before 
appeal to Uno is made as a last resort. es 

It may be granted that any kindof compulsory British juris- 
diction, like that formerly exercised by the Judicial Committee 
of the Privy Council, is unsuitable for countriés as new ‘to 
Dominion status. and as jealous of their independence as are 
India and Pakistan. But some attempt might have been made td 
set up a system of arbitration in Commonwealth affairs, 
panels drawn from all the Dominions. A body with an Irish 
chairman, for example, might inspire in members of the Congréss 
Party a confidence which they cannot yet feel able to extend to 
the departed British Raj, A Commonwealth arbitration system 
need not in any way reduce the independence of the Domin-ons, 
but it would greatly diminish the risk of loosening ers 
wealth ties, which must result from public displays of pane 
abuse and manceuvre in the larger international arena. Kashmir 
is not the first, and is nor likely to be the last, issue thus to 
confound the Commonwealth in the eyes of the world, if no 
attempt is made to remedy the present state of affairs. 


x *x * 


Local Government in Committee 


Mr Bevan has so far defended his Local Government Bill with 
considerable skill during its progress through standing committee. 
The chief bone of contention, up to the time that Parliament 
adjourned, has been whether the new equalisation grants of 
£33 million to local authorities will be enough and will be fairly 
distributed. The Opposition has urged a rather indiscriminate 
generosity on the Minister. The Bill provides that the total sum 
payable shall nor fall ; but one suggestion, rightly rejected, would 
have given the Minister power to raise it by any amount at his 
own discretion. An attempt to increase substantially the transi- 
tional grants, which are payable for five years only to the richer 
local authorities to ease the Bill’s impact on them, was sillier 
still. Now, when state expenditure needs curtailing, is emphatic- 
ally not the time to pump extra money into the pockets otf local 
councils. The Bill already meets their immediate needs by con- 
firming a total net relief ro the rates of about £38 million. 

However, it is true that this relief is only temporary, and that 
as the cost of education, fire and other. local services rises, fresh 
Exchequer aid is likely to be unavoidable, and probably the best 
way to give it will be in the form of higher equalisation grants, 
which amount to a much smaller percentage of local authority 
income than did the discarded block grant. But it is difficult to 
legislate now for this future contingency. It is wiser on the 
whole to wait and see how fairly the new system of grants 
operates and what happens to the general structure of local 
government, which even Mr Bevan now admits to be in for drastic 
changes. 

The fairness of the equalisation grants will depend almost 
exclusively upon the degree of rating uniformity throughout the 
country which the coming revaluation attains. Factors other than 
that of rateable value will in future be of very minor importance 
in settling the distribution of Exchequer aid. For the next few 
years, untib the new valuation lists are ready, there will be much 
unfairness in the distribution of the new grants because of grave 
local distortions in existing rateable values. How completely the 
distortions will then be eliminated remains to be seen. 


* * * 


Mr Bevan Speaks too Soon , 


It was unfortunate for Mr Bevan that in his Christmas Eve 
message to the National Federation of Building Operatives he 
should have committed himself to the statement that “The rate 
at which permanent houses are being completed is increa 
when a week later the Housing Returns for November Cmd. 
7288, 7289] showed a slight decrease—from 15,445 houses in 
October to 15,203 in November. The decrease is itself small, but 
it is disappointing when so much effort is supposed to be going 
into accelerating the rate of completions, and so many houses are 
on the eve of readiness. 

In another place—in the House of Commons debate on Decem- 
ber 18th on the cuts in the investment programme—Mr Bevan 
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piped a rather different tune. He then saw no reason why a rate 
of 15,000 permanent houses completed a month could not be 
maintained: perhaps the experience of the great freeze last winter 





induced special caution. But with 216,000 houses under con- 
struction and so many all byt complete, it should really be possible 
to complete more than 15,000 a month—even in winter. 


x * * 


Good Offices at Batavia 


The “ good offices ” of the Uno Commission of three, which 
has come between the Dutch and the Republicans in Indonesia, 
are having very much the effects that were foreseen. In the talks 
on board the Renville off Batavia, now entering their fourth week, 
the Belgian delegate is pro-Dutch and the Australian is pro- 
Republican. The American appears to falter between good- 
hearted sympathy for the “nationalists” and hard-headed 
acknowledgement of two facts: that short-term American interests 
call for friendship with the Dutch—in Europe as well as in South- 
east Asia—and for the quickest possible return ro normal planting 
and trading of the products of the Indies. The effect of these 
divisions on the Dutch is to fortify their natural obstinacy and 
tempt them into legalistic quibbling, which gains them the time 
they feel they need to get their own way. On the Republicans 
the effect is to maxe them pitch their demands high, to keep 
“moral considerations ” well. to the front and hope that Uno’s 
influence and American opinion—a very different thing from State 
Department policy—will see them through. 


The Dutch are emboldened by the success of their policy of 
divide and rule, and by the deteriorating military position of the 
Republicans. Their Prime Minister, Dr Beel, felt strong enough 
during his recent visit to Indonesia to threaten the Republicans 
with an ultimatum: come into the United States of Indonesia on 
our terms or you will lose whatever position you have gained. 
Time is clearly on the side of the Dutch. The Republicans 
would do well to realise how the movement of opinion in Holland 
has been affected, not only by the irresponsibility of some of their 
leaders and the atrocities of some of their wild men, but also by 
European events which have strengthened the politicians of Right 
and Centre. Of the Republicans’ chief supporters Australia has 
retired from the Security Council and India has failed to get on 
to it. They stand therefore to gain little by tactics which would 
force the goodwill commission to refer the question back to the 
Council. 


The interested Great Powers would certainly not try to force 
the Dutch to toncede the Republican demand for a special inde- 
pendent status in the United States of Indonesia. But they 
probably would be prepared to offer an international guarantee 
of the Republic’s “ integrity ” within a federal state sponsored by 
the Dutch. The dilemma of the Dutch is a tragic one. They dare 
not lose their grip on “ the cork by which Holland floats.” By 
defying international opinion and the findings of Uno—like Jugo- 
slavia and Bulgaria—and by using force quickly and ruthlessly now, 
they could probably win a short respite and get American capital 
to help them in the Indies. But in the long run the strength of 
Asiatic nationalism would be too much for them. What has 
happened in India and Burma is an i retreat from 


organised 
imperialism ix: which the Dutch cannot afford to get left on their 
own. 
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China’s Parliament 


China’s new Constitution, adopted a year ago by a 
stituent Assembly, came into force on Christmas Day. hi 
should in theory now have a freely-elected national parliament 
the ultimate repository of political power. Three factors have been — 
exerting pressure for parliamentary democracy: the democratic 
aspirations and discontent among the people, particularly the 
intelligentsia ; the American requ:rement of at least an attempt at — 
liberalism as a condition for American support of the Nankii 
regime ; and last, but not least, the doctrine of the Kuomin 
itself, which has always claimed that single-party “tutelage ” is” 
merely a preliminary to a multi-party parliamentary system. be 

Unfortunately, the Nanking Government, holding elections in. 
the midst of civil war, has not been able, even if it wished, to go. 
far towards the ideal of free popular choice. In a great part of the, 
country it has not been possible to hold elections at all because 
of the Communist occupation or local disorder ; and though the 
Constitution allows the National Assembly to be convened when — 
two-thirds of its seats have been filled, the absence of the : 
munists, the principal opposition party, means tbat the elections 
have provided no test of their relative strength in the country, . 

Even without the Communists, there might have been a subs 
stantial opposition within the Assembly to provide the element of ~ 
political competition by which the present Nanking leadership ~~ 
could be called to account and reforms carried through. But 
shortly before the elections the Government outlawed the Demo- ~ 
cratic League, the rather exiguous, but quite respectable, “ third © 
force ” in China, which was openly opposed to the Kuomintang. ~ 
Two sections of the Democratic League, the so-called Social / 
Democrats and the Young China party, which broke away from ~ 
it and entered into coalition with the Kuomintang, not only 
received certain offices, but also, by an electoral bargain, a number 
of uncontested seats in the Assembly. Chiang Kai-shek tried to — 
set a good example by openly recording his vote for a non- © 
Kuomintang candidate. But many local Kuomintang committees, 
long accustomed to the party’s monopoly of power, have repu- = 
diated electoral pacts made in Nanking, and have used the devices 
of open voting for their own ends, upsetting the compromise list, ~ = 
As a result, election returns are not yet complete and the Assembly ~ 
is not yet able to enter on its duties. & 


* * * 


Payment of Doctors 


The new battle between Mr Bevan and the British Medical 7 
Association over the national health service has been joined, and ~~ 
this month doctors will be asked through the BMA to say whether ~ 
they intend to join the service or not. The BMA is putting it to 
them as a matter of principle, not as a matter of individual self- 
interest, but clearly a doctor’s decision will be influenced by the 
terms and conditions of service, as well as by the question ~ 
whether the independence of the medical profession is at staké. © 
Unfortunately, a great deal about the terms of service is still ~ 
unknown. For instance, the proposed salaries for specialists will — 
not be announced until the Spens Committee inquiring into theit — 
present earnings has reported. , 


On the information given, the proposed remuneration of general ~ 
practitioners seems generous, and it is worth noting that the ~ 
BMA has not so fas objected to it. The Minister of Health pro- 
poses that a central fund should be established equal to a 
capitation fee of 18s. multiplied by 95 per cent of the population 
—this being an estimate of the number of people who will wish — 
to use the service. A first charge on this fund, which would ~ 
amount to £40,826,000, would be the payment of a basic salary © 
of £300 a year to every doctor in the service, and also mileage — 
payments. This would leave a net amount to be distributed of — 
£34,456,000, which, again on the assumption that 95 per cent of — 
the population were on doctors’ lists, would work out at a capita- — 
tion fee of 15s. 2d. in addition to the basic salary. The capitation 
fee today, when there is no basic salary, is 15s.; before the war it 
was 9s. A doctor with 1,000 public patients on his list would 
therefore have a gross income from the public service of £1,058 
(£300 plus £758) exclusive of what he could earn outside it. With 
4,000 patients, which ‘would probably prevent him from doing 
any other work, he would earn £3,332. If+he is working in a 
“ difficult” or “ unpopular” area he will be paid an additional — 
inducement from a special fund of £400,000. 

Unfortunately, the Ministry’s calculations are bas«d on two 
unknowns—the number of. people using the service ar the 
number of doctors entering it. Therefore no doctor can work — 
out how he himself will fare. All that can be said i. shat the © 
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proposals seem generous without being extravagant. And as the 
basic salary will clearly form such a small part of a doctor’s 
income, why is Mr Bevan insisting on it as a general rule for 
every doctor, at the cost of antagonising the BMA and a great 
: many doctors as well ? 


* * t 





The Toll of Emigration 


Last week it was announced that 550 young men and women, 
all single, and between the ages of 20 and 35, were leaving this 
country to emigrate to New Zealand. This number in itself is 
small—though it must be noted that it represents a highly valuable 
and unrepresentative sample of the ponulation—but it is a useful 
reminder of the drain of manpower which this country is suffering 
for the benefit of the Commonwealth. So much stress has been 
laid on the restrictions of shipping space that it is not generally 
realised that, even with transport difficulties, 166,000 people 
emigrated in 1946 compared with 34,000 in 1938, and that 88,000 
had emigrated during the first nine months of 1947. One Has to 
go. back to 1930, when the emigration boom of the nineteen- 
twenties ended, to meet such large movements. 


The distribution of these emigrants over the world depends very 
much on the accidents of ownership and war losses among shipping 
companies, but it is worth noting that during the first nine months 
of 1947, 19,000 people travelled to South Africa, compared with 
14,000 to Canada and a similar number to the USA, 8,000. to 
Australia and 4,500 to New Zealand. The popularity of South 
Africa is cverwhelming, for there are said to be 95,000 people 
waiting to go to South Africa, compared with 50,000 to Canada 
and 25,000 to Australia and New Zealand together. 


It is difficult to account for this dominant popularity of one 
of the Dominions, particularly as the colour problem might have 
acted as a deterrent. The Royal Tour may have influenced some 
people, to others Cape Town seems less remote than the Anti- 
podes, and the climate less rigorous than in Canada. General 
Smuts may be a more popular figure than Mr Mackenzie King or 
Mr Chifley. Even so, these explanations are not-really adequate. 
What is it that makes the veldt more attractive than the bush or 
the prairies or the beauties of New Zealand ? 
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The Lords. on. Marriage, .. . 


The Judicial Committee of the House of Lords fintished the 
autumn term with a decision on marriage which is of considerable 
importance, In the petition before the court, the petitioner, the 


husband, claimed that his 'vife had refused to consummate the. 


marriage because she only permitted him to have imtercourse 
with her if he first took precautions to prevent any conception 
resulting. In consequence he asked for a decree of nullity. This 
the House of Lords refused, and the substantial ground on which 
the decision was based was that the procreation of children is 
not such a fundamental purpose of marriage that denial of the 
possibility of it by one spouse nullifies the whole marriage itself. 
Marriage is the union of one man with one woman, and such a 
union can have many purposes and many facets. Procreation of 
children is a main purpose, but not the main purpose. 

Such a decision is in the main stream of English canon 
law. In effect, it is based on a judgment given in 1691. 
But the English canon law retains to the full the princ:ple that 
a marriage between a man and a woman changes their status. 
Marriage is not only a matter of contract ; in fact, there is very 
little of what a lawyer would call a contract about it. Inherent 
physical or mental inability in one spouse to consummate the 
marriage is ground for a decree of nullity because, in effect, it 
prevents the change in status from ever taking place. Refusal to 
consummate the marriage from conscious mental decision is not 
a ground for a nullity decree, even though it may be a breach 
of a pre-marital contract or arrangement. Misconduct or cruelty, 
similarly, are not grounds for divorce because they are breaches 
of a marriage contract. They are grounds because the continued 
existence of the marriage status is inconsistent with such 
behaviour. 

This is not to say that such a view of marriage today is either 
just to the individual or advantageous to society. There is a 
strong secular argument that if a man and a woman .accept, ex- 
plicitly or implicitly, that children are a natural end of marriage 
and one of them subsequently breaks that understanding, then 
the other should be entitled to a release from the obligations of 
marriage that he or she still has to bear, and should be set free 
to marry someone of a different and more common turn of mind. 
But it is useless to expect lawyers to make this change. 
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SHOW WINDOW 
OF THE WORLD 


™ CANADA 


-i948 


During the period of Canada’s first International 
Trade Fair, in Toronto, from May 31 to June 12, 1948, 
Canada will be the show window for the world’s goods. 
Manufacturers from many countries will exhibit their 
goods at this post-war Trade Fair. You will get new 
ideas, find new products, mk» valuable contacts. 

Plan NOW to attend the Fair, or to send a represen- 
tative. To ensure that accommodation will await 
you in Toronto, fill out and mail immediately the 
reservation form enclosed with the official invitation. 


Obtain details from 

LONDON: R. P. Bower, Commer- 
cial Secretary, Office of the High 
Commissioner for Canada, Canada 
House, Trafalgar Square, S.W.1. 





















+ LIVERPOOL: M. J. Vechsler, 
- Canadian Government Trade Com- 
. missioner, Martins Bank Building, 
Water Street. 


GLASGOW: G. F.G. Hughes, Acting 
Canadian Government Trade Com- 
w. missioner, 200 St. Vincent Street. 
, * 

| BELFAST: H. L. FE. Priestman, 
Canadian Government Trade Com- 


missioner, 36 Victoria Square. 


ATTEND THE CANADIAN INTERNATIONAL TRADE FAIR AT TORONTO 
MAY 3i—JUNE 12, 1943 


Department of Trade and Commerce 
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ad There’s a new sort of com- 
0 rl 


mercial traveller about. 

You'll meet him across the 

City boardroom table on 
Friday, run across him in Wall 
Street on Saturday, bump into him in Sydney the next week-end. 
He’s a man who moves around and moves with the times. * 
Envy him if you must — but concede his value. He’s a key man; 
the last link in the chain that anchors British factories to the 
markets of the world. It’s as well for all of us that B.O.A.C. 
is here to make his job possible. With America 21 hours away, 


India 2 days, Australia 4 days, the 
whole wide world has become his il 
ITS A SMALL WORLD BY SPEEDBIRD B 7 0 , A , [ 


* personal territory’ 
BRITISH OVERSEAS AIRWAYS CORPORATION IN ASSOCIATION WITH Q.E.A.,S.A.A.,T.E.Ack 
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Letters. to 


; 
Money's Revenge 

S1r,—May I suggest that the article on “ Money’s Revenge” in 
The Economist of December 20th does not draw quite the right 
morals from the recent monetary measures of the Soviet Union ? 

* In the first place, there is nothing in those measures contrary 
to Marxist doctrine. If a Communist state uses money at all, it 
must be prepared to deal with the contingency of too much money 
coming into circulation in proportion to its scale of income and 
prices. If it gets tired of keeping down excessive spending by 
controls it will naturally resort to extinguishing the redundant 
money. Capitalist states, Belgium, Holland and Norway, have 
done this by way of a forced loan, so that those whose money is 
extinguished receive an equivalent, The Soviet Union, in extin- 
guishing nine-tenths of the currency without compensation, is not 
only running counter to the fundamental principles of capitalist 
economics, but is risking an irremediable discredit of a currency 
thus liable to confiscation. 

In holding up the Soviet example to ourselves, the article 
recommends a “ disinflationary” policy, calculated “to reduce 
the money incomes, or at least the money expenditures, of the 
people,” and especially of the wage-earners.. But. i$ it not essen- 
tial to distinguish between a policy which is to réduce money 
incomes and one which would be content to prevent the further 
progress of inflation and the resulting further increase in incomes, 
outlays and prices? The only way known to us of bringing 
about a general reduction of money wages is by general unem- 
ployment. It may be regrettable that money wages have nearly 
doubled since 1939, but there is apparently nothing to be done 
about it. 

The danger that threatens us is that our stock of money (cur- 
rency and bank credit) is excessive in relation to our existing scale 
of incomes and prices, and there results an unceasing pressure 
which tends to swell outlays and incomes, to exhaust supplies and 
to raise prices. Is not the remedy to be found in the Belgian 
example of a forced loan, rather than in the Soviet example of 
confiscation ? 

The article does not suggest that we ought to follow the 
American exafthple to “let things rip,” and trust to demand 
ultimately being adjusted to supply, “indeed probably far below 
it.” Yet it has nothing to say as to the “ muddle-mindedness ” of 
committing ourselves to this very course by linking the pound to 
the dollar at a fixed rate of exchange, and at the same time looking 
to our apparatus of controls to preserve the pound from the down- 
ward course upon which the dollar has entered.—Yours 


faithfully, R. G. HawrTrRey 
29 Argyll Road, London, W.8 


Can Germany Afford Reparations ? 


S1r,—The London Conference broke down allegedly over the 
question of whether countries that were attacked and devastated 
by Hitler, the Soviet Union amongst them, should or should not 
receive reparations from Germany’s current production. 

Permit me to remind your readers of a few known facts con- 
cerning this issue. In the course of the last seventy years, the 
rulers of Germany have started three big aggressive wars—in 
1870, 1914 and 1939. The first of these they won, Although the 
war did not cause any devastation in Germany, they squeezed 
an indemnity to the extent of 5,000 million gold francs from 
France, a sum that economically had a value of at least $2,000 
million present-day dollars. 

In the first world war Germany was defeated She had to pay 
reparations. But she paid practically nothing. She paid repara- 
tions from loans and credits which she got from the USA, Britain 
and France, the bulk of which she never paid back. In 1931, 
the Allies renounced their claim to further payments. Germany 
could have made payments from current production only by 
exporting manufactured goods. But after the outbreak of the 
great over-production crisis in 1919, this would have been very 
much inst the interests of French, British.and American 
imclantisttem Hence the renunciation of both reparations and 
inter-Allied debts. 

During the second.world war, Hitler’s armies deliberately and 
systematically plundered and ravaged huge areas of the Soviet 
Union, Poland, Hungary, Jugoslavia, France, etc. Nobody doubts 
that it would be only just if Germany were to make good at least 
part of the damage done. The only question is—to what extent 
is this possible? 


ax 


the Editor 


We believe that a united Germany with her industries (except 
war industries) again working at full capacity could ‘casily pay 
annually between $500 million and $1,000 million in rp 
and at the same time could pay for her food imports, Our con- 
viction is based on the following facts, ' 2 

1. During the last six years: before the war, Germany spent 
90,000 million marks on her war preparations. That is about 
$4,000 million a years) 0 ooh ote 

2. New capital investments in Germany—over and above the 
normal coverage for depreciation—constituted on an average about 
$1,000 million annually in the prewar period (with the exception 
of the three worst crisis years). (See Statistisches fahrbuch fiir 
das Deutsche Reich, 1938, page 565.) 

3. Before the war the living standard of the Germans was sub- 
stantially higher than that of their neighbours,. Here are a few 
figures (taken from the League of Nations’ Memorandum Le 
Probleme d’ Alimentation, Volume 4, 1936.. The figures: refer to 
the year 1934). ; 

The annual per caput consumption of milk and milk products 

(in terms of milk) in litres: — 


Germany, 353; France, 320; Belgium, 318; Poland, 240; 
Italy, 109. ' 


Annual per caput consumption of>meat in kilograms :— 

Germany, 54 ; France,.34 5. Belgium, 41 ; Poland, 19 ; Italy, 15. 
In respect of clothing and housing, the Germans also enjoyed 

higher standards than their neighbours in Europe; : 
Germany’s production capacity is today undoubtedly much 
lower than it was before the war. The determining factors in 
production, however—manpower, land and factory equipment— 
have been retained. (Many buildings were destroyed by war opera- 
tions, but relatively little damage was done to machinery.) If 
peace industries are again set working at full pressure and the 
living standard of the German people ‘is miaintairied during the 
period of reparations payments at the average level of neighbour- 
ing countries—which would be no more than just—the country, 


hr 


From The Economist of 1848 


fanuary 1, 1848 
With or without reason, however, a great alarm is generated 
and gengrating amongst the upper classes—amongst great 
generals and captains—amongst admirals and. earls—and pro- 
ceeding from them, through the newspapers, is a 
all economic reformers, and making them forswear a 
resistance to demands on the public purse for national 
defence. As far as we can ascertain the cause of this 
wonderful change in the sentiments of our countrymen, from 
boasting confidence to the most pusillanimous dread, it is the 
application of steam to navigation. It is supposed ... that 
it is quite at the option of France . , . to waft 50,000 men 
in steamers to our shores, and march at once to London. 
So great is the apprehension, that means are already talked 
of for concentrating our forces, or for the household troops 
evacuating the metropolis, and leaving it to be the prey of 
the French spoilers. . . . 
We are required . . . to suppose that ..... the French have 
embarked their 50,000 men in the most applepie order (and 
the French soldiers are not renowned for that on board 
ship)—we are to suppose the steam fleet of England driven 
away by some storm, or lured away by some stratagem, and 
the coast of England left free.for the disembarkation of the 
French troops. and when will they land? ... The 
disembarking an army, with its baggage and guns, on a 
friendly coast, is mot a matter to be accomplished as easily .. 
as a Gravesend steamer lands its passengers at Blackwall. 
To disembark an army on an unfriendly coast is a work of 
great difficulty. Would the Frenchmen run their vessels 
ashore under Dover cliff ? Would they select Deal beach ? 
Would they prefer Beachy Head ? ould Dungeness suit 
them ? . . . But to disembark a large army on an unfriendly 
coast in the face of a fleet more effective and numerous, 
manned by more skilful seamen than France can collect, is 
such a task as no French general or admiral would undertake, 
and in undertaking which he and all his followers would be 
most likely to perish. Till we see some feasible plan developed 
for collecting and embarking a large army in France, which 
will find us, so much superior in maritime resources, unpre- 
pared to meet it, for conveying that army across the channel 
. . and a feasible plan for disembarking that army..., : we 
must regard the apprehensions of invasion . . . as perfectly 
visionary. 
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freed from the enormous unproductiveness of military expenditure 
of prewar years, would easily be able to pay $500 million in repara- 
tions annually, This would still be only one-eighth of what 
Germany spent annually on arms before the war. Conséquently 
sober economic calculations show that Germany is quite able, 
within a short historical period, to pay her reparations to the 
Soviet Union. In this way she can at least partially compensate 
for the damage caused by invading German troops and thereby 
satisfy the just reparations claims of the Soviet Union, represent- 
ing only a fraction of the losses suffered. ses 

Contrary to the industrialists of the USA, Great Britain and 
France, who today fear competition from German industrial goods 
paid by way of reparations just as they did after the first world 
war, the Soviet Union on account of its planned economy is able 
© accept as reparations those manufactured goods that Germany 
can produce to greatest advantage —Yours faithfully, 

E. VARGA, 
Member of the Academy of Sciences, USSR 

{Since long before the beginning of the war, and consistently through- 
out its course, The Economist has held the opposite of the thesis here 
maintained. It would take more than a dutiful letter from Moscow to 
change our opinion—or. we fancy, that of the British people -—Eb1TOR.] 


Books and 


The Great Befuddlement 


“The Fall of the Spanish-American Empire.” By Salvador 
de Madariaga. Hollis and Carter. 378 pages. 21s. 


Wrrn this volume Senor de Madariaga completes the story begun 
earlier this year in his fascinating “ Rise of the Spanish-American 
Empire,” both books being merely the prelude to his proposed 
Life of Bolivar. The focus shifts this time from Spanish policy as a 
whole, with its world-wide influence and comparisons, to the drift 
of opinion within the Empire itself. And, though the author’s 
pen glides as smoothly as ever, a good deal of the inspiration of 
the previous volume inevitably falls by the way. 

It is a discouraging descent from the “style” of the age of the 
Conquerors. At one end of the road stand figures such as the 
Greek, Peter of Candia, pacing alone, mail-clad and Cross in 
hand, into the centre of an enemy town, worshipped by the people 
as a god; and at the other appears the over-luxuriant Creole 
civilisation of the late eighteenth century. Ged afid Mammon 
have each their advantages ; and, while it may not be possible 
10 serve both, the eighteenth-century Spanish Empire was an only 
too solid proof of the devastating consequences of serving neither. 
Spain and the Empire alike were spiritually and politically rotted 
from within by the great befuddlement miscalled the Enlighten- 
ment, and were temperamentally unsuited to find a substitute for 
lost principles in enthusiasm for the new industrial and commercial 
techniques. And so, when the crash came, there was little but 
pet*y politics left behind the fine facade of revolutionary phrases. 

No one who reads this study is likely to be surprise@ by the 
contrast in the nineteenth century between the astonishing up- 
surge of North America and the backwardness of the South. 
Perhaps, as Miranda commented in his travels, the tailors and inn- 
keepers of the Legislative Assembly at Boston lacked the broad 
sweep of aristocratic Spanish-American culture. But at least 
they had a belief of sorts, even if its destined end was the 
philosophy of Babbitt, and by this belief they prospered. Call 
it philosophy, world outlook, or any other name you like— 
the clear moral of this book, whatever its author’s original inten- 
tion, is that religion makes men and principles make a nation. 
Wealth, luxury and scepticism are not a recipe for leadership, and 
it took a clear-cut doctrine which dominated men’s lives to produce 
the hard nobility of the Conquerors. The moral of Semor de 
Madariaga’s last book was for the historian, a warning against an 
insularity incapable of standing the test of international com- 
parison. The moral of this volume, with its only too convincing 
picture of the sapping, in the name of progress, of the power to 
think and to lead, comes perhaps a little nearer home. 


Biography of Flora Shaw 


“Flora Shaw.’? By E. Moberley Bell. Constable. : 
and 5 plates. 15s. ~~ nstable. 310 pages 


FLora SHaw’s name is inevitably associated with those of Lord 
Lugard and of Mary Kingsley, her younger but no less intrepid 
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Black «Market ? 


Srr,—Much has been heard of late about those who operate 


the Black Market and the wickedness of those who assist its 
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growth by their patronage. A large percentage of the production — 
of the company with which I am associated is for export, and — 
recently I had to face the decision of whether or not to “ Buy — 


Black” in order to export or die. 


Wooden export cases, essential for our product, were as rare in a 


Britain as the Great Bustard. Permits to purchase the necessary 


timber were plentiful enough to paper a pre-fab. at least. Un- | 


fortunately, permits do not produce timber, and despite the efforts 


of ourselves and our case makers the only source of supply was ~ 


the Black Market. Steamers were available and shipment pro- 

mised to our customers. A large capital sum was involved— 

valuable floor space was being occupied. There is an export target 

for my company. The goods were ready, except for cases. Where 

did my duty lie ?. The views of your readers would be interesting. 

May I, Sir, in the circumstances, be permitted to sign myself 
AN EXPORTER 


Publications 


contemporary and fellow-explorer of the Empire. A biography 
of Flora Shaw, relating her intellectual but far-sighted preoccupa- 
tion with British imperial policies, at the high level of what we 
should now call Commonwealth Relations, to the administrative 
genius personified in Lugard and the humanitarian passion that 
inspired Mary Kingsley would throw valuable light on the evolu- 
tion of the present phase of British imperialism. Muss Bell has 
perhaps neither the specialised knowledge nor the emotional de- 
tachment for such a task. She has limited herself to a straightfer- 
ward chronological story, which is also a tribute of affection and 
admiration. But this is not the only reason why there is no note of 
criticism in the book. For the nobility of character and utegrity 
of mind, without which no woman could have attained the dis- 


tinction of Flora Shaw in the 1880's, comes out vividly in Miss + 


Bell’s story. 

Flora was one of the fourteen children of an Irish genera] and 
a French mother. Her mother’s early death placed on her re- 
sponsibilities for her brothers and sisters which she fulfilled with 
devotion and generosity to the end of her long life. A visit to 
Gibraltar, and later to Morocco and to Egypt, led her into the 
career as 4 jourfalist which culminated in 1890, through the 
agency of Moberley Bell, in her appointment as The Times corre- 
spondent on Colonial affairs. She became a recognised authority, 
and her prestige was increased by her arduous travels in Australia, 
South Africa’and Canada. Confidant of Rhodes and friend of 
statesmen, she had considerable influence, both in her public 
capacity and behind the scenes, on imperial policy. In a sense, 
the Statute of Westminster gave final form to her vision of the 
Empire. At the age of 50 she married Lugard, who was then 
hammering out the structure of Indirect Rule in Northern Nigeria. 
Twenty years later he dedicated his book The Dual Mandate to 
her, and though she was prevented by the climate from seeing 
much of Nigeria she undoubtedly influenced his thinking. Her 
own history of Nigeria, A Tropical Dependency, is a classic, as yet 
unsuperseded. If'she is now remembered chiefly as Lady Lugard, 
this is an accident of history. It does not detract from her claim 
to respect for her own achievement. This much is made Clear in 
Miss Bell’s book. A final assessment of that achievement iil] 
however, remains to be made, 


Anthology, 1947 


“Current British Thought, No. 1." Introduction by Ivor 
Brown. Nicholas Kaye. 461 pages. 21s. 
Tus volume is the second in an ambitious series, launched in 
America, designed to further “an international exchange of im- 
portant current world thought” by offering, in the shape of 
selected reprints of articles, short stories, poems or plays “a repre- 
sentative synthesis of what has been thought on vitally important 
aspects of life and culture in the various areas considered in the 
one-year periods under review.” It is part, in fact, of a new 
approach to the World Brain—not the basic apparatus of card- 
index, calculating machine, and primary research, but the World 
Brain in a conversational, urbane, as it were, house-party aspect. 
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a meeting place of civilised people bent as much on mutual enter- 
tainment as on enlightenment or uplift. Evidently an excellent 
idea, though dependent on skilful execution—that is; choice of 
material ; in this instance, the choice a excellent, though it 
would take a polymath of encyclopaedic competence to know 
whether it was the best possible. 

Thirty-seven items are included ; Maxwell Fry writes a letter on 
Architecture, J. B. Priestley a tribute to Raimu, R. F. Harrod 
analyses the results of the Nationalisation of the Bank of England, 
Brian Fitzgerald provides some notes on Vipers, Anthony Asquith 
traces the Tenth Muse’s ascent of Parnassus, Kenneth Adams 
anatomises Butlin. There is a goodish short story by Mervyn 
Wall and a poorish play—but good short plays, suitable for such 
a collection as this, must be scarce—by Stephen Williams. There 
are articles on astronautics, botany and biology (these two overlap 
rather regrettably), metaphysics (was this really the best available?) 
and international affairs. The material reprinted was drawn from 
publications as diverse as the Fortnightly Review, New Writing, 
the Papers and Proceedings of the Hampshire Field Club, and 
Penguin Film Review. The whole impression is unmistakably 
encouraging ; the body of Britain may be battered, grubby and 
weary, but the mind is obviously alive and kicking with consider- 
able gusto. Current British Thought will be a good ambassador ; 
it is also a delightful bedside book. 


Italy 


“Italy.” By Elizabeth Wiskemann. The World Today Series; 
Oxford University Press, 155 pages, with 12 pages of 
illustrations and 2 Maps. 5s. 

ComBINING an historian’s training with the live experience of a 

journalist, and possessing both political perception and esthetic 

appreciation, Miss Wiskemann has produced a study which is an 
excellent introduction to an understanding of Italy’s place in the 
pattern of Europe. As a key to the Italian character she stresses 
the fact that “the history of Italy has been convulsive and 
tumultuous, the most gloriously creative periods having alternated 
with periods of devastation and despair ; above all, the dimensions 
of Italian history have been universal or municipal, but never, 
until the nineteenth century, national.” She summarises this 
history, up to the rise of Fascism, in fifty illuminating pages, and 
concentrates on those features whose recurrence throws light on 
the present-day. Within these fifty pages she also finds space for 

a brilliant analysis of Italian psychology, a survey of the land itself 

and the developments of its economy, and of Italy’s rich and 

varied contributions to art and thought. 

With such compression, a uniformly adequate treatment of 
all the major strands could hardly be possible; the picture of 
relations with the Church, for instance, is not always in focus, 
and there are here even some inaccuracies. But any such in- 
sufficiencies are compensated for by the number of shrewd and 
original observations, so that even readers fully familiar with 
Italy and its story will find their knowledge enriched. 

The Fascist period is admirably and objectively analysed. 
Historical truth here comes into its own after long banishment. 
But where Miss Wiskemann has still more to give is in her 
description of events after Italy’s entry into the war—the spread- 
ing underground revolt against the regime, and the psychological 
miracle (as she rightly terms it) of Italian recovery after the 
Armistice of 1943. The exaltation of this second Risorgimento, 
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which the fate of uncounted Lidices could not crush, and which 
gave young men and girls such extraordinary fortitude under 
torture (some poignant examples are given), explains the sub- 
sequent period of “ moral collapse and despair,” when the Italians 
awoke’ from “the Resistance dream” into a hostile and uncom- 
prehending world. : 

The trends and post-war climate of Italy, up to the proclama- 
tion of the Republic, where the story ends, are brought out 
vividly, and those who seek to rediscover a line of mental and 
moral approach to “ the new Italy” (it is for such the book is 
written) will find in Miss Wiskemann a valuable guide. 


Propaganda Per Penguin 


“The Case for Conservatism.’’ By Quintin Hogg. Penguin 


Books. 320 pages. 2s, 
“Labour Marches On,’’ By John Parker. 

220 pages. Is. 
THE purpose of both these books is declared in their titles and 
no further comment is necessary. Mr John Parker moves with 
smooth ease and achieves his level effects by avoiding any 
awkward chasms. Mr Quintin Hogg is much more passionate 
and comprehensive. On this occasion it is the Conservative who 
is on the scap-box, and on the whole his book gains more than 
it loses in consequence. Two more descriptive titles would be 
“Why I Am a Conservative ” and “ British Socialism as 1 Would 
Like It To Be.” It only remains to add, in justice to the pub- 
lishers, that they have a reasonable explanation for the difference 
in price between these two publications. They do not, however, 
explain why only one penguin appears on Mr Parker’s book, 
looking correctly to his left, while Mr Hogg is given two penguins 
facing either way. 


Penguin Books, 


Shorter Notices 


“The Banker’s Almanac and Year Book, 1947-48.,”’’ 
Skinner and Company. 2060 pages. 70s. 


Tue Almanac contains the essential iculars of nearly 3,000 banking 
institutions in all parts of the world, although details of German and 
Japanese banks and those of other “ controlled” countries are nat yet 
available. 

A list of exporters and importers is again included, and there is 
also an Insurance Section which includes a survey of the development 
of Lloyd’s and other insurance companies. The Almanac is as usual an 
invaluable book of reference. 


Thomas 


“The Year Book of the United Nations, 1946-47.’" H.M. 


Stationery Office. 991 pages. £2 10s. 


THE Yearbook is the first of a series of annual volumes to be pro- 
duced by the United Nations. It gives a comprehensive account of 
the machinery of the United Nations and its work to date—so com- 
prehensive that the book is of monumental proportions. 


“ Town and Country Planning.’’ By James Kekwick. Stevens, 
556 pages. 45s. 


Tus volume sets out the text of the new Town and Country Plannin 
Act of 1947, giving a general note of explanation to e@.h section 
detailed comment on certain more difficult passages. It will be a 
useful book of reference on the Act. 
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BURGH ISLAND HOTEL 


OPEN EASTER TO OCTOBER 


Come and relax from the strain of City 
life on this delightful Private Island, under 
the warm cliffs of South Devon, with easy 
access to the mainland. 

You will find luxurious surroundings, first- 
class cuisine, and the finest cellar in the 
West Country. 


A RIVIERA HOLIDAY 
WITH NO CURRENCY RESTRICTIONS 


Terms from £2 per day inclusive 
Burgh Island, Bigbury Bay, South Devon 
Telegrams : T 
BURGOTEL, Bigbury-on-Sea 
SUG ETICSEL I DAN Se ASSENT 
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AMERICAN SURVEY 





A More Perfect Union 


(From Our US 


© much happened on the Friday on which the President 

submitted his “ Outline of a European Recovery Programme ” 
to Congress that only the most tentative comments were avail- 
able, and most of the commentators had barely skimmed the 
20 pages of the bill itself and the 226 pages of explanatory 
data the Administration provided with it. More studied views 
will be available after January 7th, when Senator Vandenberg 
starts hearings before the Foreign Relations Committee. 

Meanwhile, the main concern of supporters of ERP is summed 
up in a paragraph from the statement issued on December 22nd 
by the Commitee for the Marshall Plan, a private citizens’ 
group reminiscent of the Fight for Freedom Committee of the 
carly days of the war: 

We must spend enough money and ship enough goods to 
make this a recovery, not a relief programme.... If the amount 
is reduced, or if we do not provide a reasonable share of goods 
in short supply, the European countries will be able merely to 
exist. They will not be able to expand their production on 
which their recovery depends. 

Certainly if the initial appropriation were to be cut much below 
the State Department's figure, which it emphatically declares 
to contain no fat, the substantive character of the programme 
would be altered. At that point, the future of Europe is indeed 
im the hands of Congress. 

To some extent, this is also true of the decision that Congress 
will take on ERP’s administrative structure. The President's 
Bill represents a compromise between the view held by the 
Department of State and the Bureau of the Budget, that authority 
ior administration should be vested in the Secretary of State, 
and the known desire of important elements in Congress for a 
separate corporation directed by a Board. The proposal for 
an Economic Co-operation Administration, with a single head, 
bur that head “subject to the direction and control of the 
Secretary of State” when performing functions which “ affect 
the conduct of the foreign policy of the United States,” has 
two purposes. 

One is to find a structure through which the United States 
can speak abroad with a single voice. Among American repre- 
semtatives in Europe, the spotlight, next year, will inevitably 
be on the ERP staff. A situation could readily arise similar 
te the duality that existed in the “twenties, when the Commercial 
Attachés, set up under Mr Hoover’s Secretaryship of Commerce 
in separate offices and with pipelines direct to the centres of 
Washington power, were the objects ef wistful envy on the part 
of the regular Embassy staff. 


In Washington, an orderly chain of command is even more 
requisite, and the difficulties of establishing it are complicated 


by the exigehciés Of am election year. If the public had the 


confidence in the State: Department staff as a whole that it 
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are from outside contributors. Everything printed 
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Editorial Staff) 


has in the top group of administrators developed by Mr Marshall, ~ 
the Department’s case for unitary contro} of the programme = 
would have been much better. But the country is not so sure — 


of the efficiency of the State Department at all levels, and 
specifically of its competence in business matters. 


* 


But if the fate of the first appropriation and the structure 
of the American side of ERP’s administration are now in the 


hands of public opinion and its representatives in Congress, S 


the basis for the second appropriation and the European part 
of its administration are not. Unquestionably, the general 
American public approves the ERP primarily as a means of 
containing Communism. Without Russian pressure, European 
aid of minor proportions might be politically feasible, but no 
Administration, least of all in an election year and a year of 
tight supplies of many products ,would be proposing to recognise 
foreign claims to some 17 billion dollars’ worth of goods. 
When the time comes for the appropriation of ERP’s second 
instalment, the American public will have a definite impression 
of the extent to which Europe, with American aid, is or is not 
on its way to becoming a going concern. If responsibility for 
the voting of the first ERP funds is on the people of the United 
States, influencing Congress, responsibility for the voting of 
the second lot is on the people of Europe, influencing the 
people of the United States. 

By the people of Europe, Americans will not mean sixteen 
different peoples. A recovery which restored the economies of 
the Sixteen—plus whatever is done with Trizonia—to something 
like pre-war output, however great an improvement on the 
present situation, would in the eyes of Americans be a restora- 
tion, not a recovery, a restoration as backward looking and as 
fragile as the restorations that followed the defeat of Napoleon. 

Many Americans feel that the choice before Western Europe 
is a choice between capitalism and communism, but the 
capitalism they mean is twentieth-century capitalism. If the 
choice is put in terms of nineteenth-century capitalism—produc- 
tion of a small number of units for distribution to a limited 
market—they feel that communism’s promise of high production 
has. a good chance of outweighing.it-in attractiveness to. the 
average man. If the ERP does not make possible a continental 
co-operation which has in view this broader yield, if no larger 


framework becomes visible, the second appropriation for ERP is ; 


going to come hard. 

So far, sentiment in favour of the Continent making plans 
on a continental scale is mostly in the inchoate stage. But 
forerunners of more precise criteria of ERP performance can 
be found in the remarks of Senator Elbert Thomas of Utah, 


that in his opinion economic recovery in Europe cannot be — 
achieved without some kind of political federation of European | 


States under the United States, and the advocacy of “ some kind 
of unification” by Senator Henry Cabot Lodge, Jr., of Massa- 
chusetts during the hearings on the Interim Aid Bill. 
‘One obvious place for such a unification to start is in the 
administrative structure of ERP on its European end. In the 
President’s “ Outline ” and its supporting data, mention is made 
almost from page to page of the “ European organisation of 
participating countries which may be established by the partici- 
pating countries to further a joint programme for European 
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recovery.” In the section on the agreements to be concluded 
by participating countries with the United States, two of the 
eight categories proposed for inclusion. are “ co-operating with 
other participating countries in facilitating and stimulating an 
increasing interchange of goods and services among the par- 
ticipating countries and with other countries and co-operating 
to reduce barriers to trade among themselves and with other 
countries”; and “ making efficient use, within the framework 
of a joint programme for European recovery, of the resources 
of such participating country, including any commodities, 
facilitations or services furnished under this Act.” 


Americans are aware that no joint administrative machinery 
now exists in Europe, and that the first steps will have to be 
taken bilaterally, faute de mieux. But they see this as a moment 
for economic boldness comparable to the political boldness that 
made the United States a hundred and sixty years ago. They 
over-simplify the problem. Having themselves made a whole 
out of many parts, they discount the difficulties of doing the 
same in Europe. But it is also true that today there are new 
incentives to co-operative effort, one of which is the existence 
not only of Russia but of the United States. Without European 
initiative toward co-operation, toward making a modern economic 
entity out of a mass of resources and populations wholly capable 
of being so organised, Europe has every prospect of becoming 
what Africa was in the nineteenth century, an area of colonisa- 
tion by eager forces outside, 


American Notes 
Third Party 


Mr Henry Wallace has taken the plunge to a third party, and 
finds the water very cold indeed. The only welcome comes from 
the Republicans, who, like the Democrats in r912, see in a third 
party their surest guarantee of a return, too long deferred, to the 
seats of the mighty. The precedent of the Bull Moose campaign, 
which under Theodore Roosévelt opened the way to the election 
of President Wilson, is, indeed, no happy omen for the Democrats 
today. 

There are no signs, however, that Mr Wallace’s campaign will 
meet with even the modest success that attended those of Theodore 
Roosevelt or Senator LaFolette, who broke away twelve years 
later. Both of these had their roots in bitter and very real economic 
grievances ; but even so they only. carried six states in 1912 and 
one (Wisconsin) in 1924. The Wallace platform, while it is 
couched in all the ringing phrases of the Populist revolts of the 
past sixty years, from the “ Great ner.” down, for the first 
time in American history proposes to establish a third party on 
differences over foreign, rather than domestic, policy. The United 
States may certainly be said to have come of age when even its 
political revolts are international, rather than domestic ; but where 
are the thousands that will spring up to follow a policy which even 
its author admits looks perilously like appeasement of Russia? 

It is Mr Wallace’s contention that both existing parties are war 
parties, and that there is nothing to choose between them ; that 
a new party must be created to forge a people’s peace, Mr 
Wallace’s pacifism and his denunciation of “ American 
imperialism ” cannot fail to arouse certain Over-tender consciences, 
but his appeal to American labour, which must provide the solid 
backbone of any new party, has gone sadly awry. A year in which 
Senator Taft fathered a restrictive labour law and President 
Truman vetoed it is the wrong year to convince labour that there 
is nothing to choose between them, It may be that the demand 
for a third party, based on the time-honoured alliance between 
labour, farmers, and consumers, is growing; and labour’s new 
political arms are unlikely to wither. But Mr Wallace’s totally 
unrealistic bid for power in 1948 is throwing away any chance he 
may have had of leading a soundly-based third party when the 
time is ripe for it to appear. 

Mr Wallace is a ening spe]l-binder, and. even with his only 
organised ‘support ng from ‘the Communists, it would be 
wrong to under-estimate his power ‘of decisively influencing the 


result in close and crucial states like New York’ and California. 
The effect of his candidacy, however ineffectual; must be to lessen. 


pressures on the Repu to ‘nominate’ = a ‘like 
| e a capable, 


Bisenkower oF ot Mr Stassen, of hae the independent 
wete'slit brig the prospects of Sena and’ ‘Governor: 
Dewey. ‘This might, of course, have been : Truman’s salvation. 
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It is the hope of Mr Wallace—and certainly of his backers 
—that four years of Senator Taft would lead, in 1952, to revolu- 
tionary political changes. Seldom have confused idealism and 
good will been capable of causing so much mischief. 


* * * 


CEA’s Hopes and Fears 


_ In its first annual report to the President, in December, 1946, 
the Council of Economic Advisers was generally reassuring on 
the 1947 prospect, and turned out to be right. The second review, 
published just before the Christmas holiday, recognises that the 
United States has not succeeded in escaping from a prolonged 
period of inflationary pressure, with almost every symptom charac- 
teristic of earlier “‘ boom and bust” cycles—and that the correc- 
tive phase of deflation, when it comes, may prove to be vety 
disturbing indeed. 

The CEA makes no predictions concerning the onset of depres- 
sion. Indeed, the summarised versions of the report so fat 
available on this side do not admit, at least explicitly, that depres- 
sion is at all inevitable. And, following the official report, Dr 
Edwin Nourse, chairman of the CEA, has declared that additional 
production, coupled with good crops, and “Jabour-management 
restraint,” may “ abate inflation,” and. thus, presumably, permit 
industry to avoid the worst consequences of past and present 
inflation. 

The view that good 1948 crops, and co-operation between 
labour and management, can avert further price adjustments, 
however, seems to be very debatable, to say the least. It is now 
quite plain that the bulk of the unions are determined to press 
for a third round of wage advances. Their full demands will not 
accrue immediately, and labour, with industry, is fairly well con- 
scious of present danger. But labour wants a third round, while 
the going is good, and no national labour leader believes that the 
Government can hold down prices in the face of present demand. 
Industry, equally, will presumably pay little attention to the 
CEA at a time when commodity price trends are still highly 
uncertain, and at a time when labour demands are still reinforced 
by full employment. 

The CEA report gives a great deal of excellent advice, ‘the bulk 
of which will be suitably ignored because it sets out to admonish 
combatant pressure groups, all ofe~whom assert (with considerable 
factual evidence) that they alone exist on an island of virtue in 
an ocean of greed. The Council wants a “return to real. price 
competition,” an end to labour restrictions on output, the correc- 
tien of income anomalies, and a Federal housing plan. A 
decidedly rambling essay concludes that “the real problem is 
what price, income and property value adjustments have to be 
made to strike an internally consistent or stable equilibrium.” 

But while it does declare that wagé anomalies must be corrected, 
that many prices must come down, and that many rates of profit 
must subside, the Council does not begin to discuss the machinery 
by which these adjustments can take place. There are, dis- 
appointingly, no specific comments on short-term, policy. Here 
the Council may plead that the recent Presidential Message to 
Congress was based almost entirely on its advice, and that it 
was asked to frame the annual survey to cover long-term trends. 
But it can only be said that’a survey of short-term possibilities 
at this stage, however hastily assembled; might have been of in- 
estimably greater value than such a platitudinous report, 





* * * 


Output and Demand 


On one or two points the CEA certainly makes some valuable 
comments. It condemns, for example, the current theory that 
bigger and still bigger production is an automatic stabilising force. 
An acceleration of output alone, it declares, can serve only to 
“ advance the time when we shall face price, income and property 
value adjustments.” The Council thus gives implicit recognition 
to the fact that the business turn will follow from a.relapse in 
demand as credit tightens, and as price anomalies and increasing — 
uncertainties slow down the feverish pace of re-stocking and re- 
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equipment. But on the pressing need for a reinforcement of fiscal 
controls CEA says not a word, 

In the meantime, President Truman has given his reluctant 
approval to the anti-inflationary measures passed by Congress. In 
denouncing this “ pitifully inadequate weapon,” the President 
noted that even those limited powers which he has now obtained 
for the conservation of scarce materials are subject to detailed 
review by Congress. He has, therefore, renewed his appeal that 
more substantial controls shall be instituted when the regular 
session gets under way next week. For the failure of his own 
programme, however, Mr Truman must place some of the blame 
upon his own Cabinet officers and advisers, who displayed a most 
disconcerting Jack of agreement in their evidence before Con- 
gressional committees. Despite this failure in the Special Session, 
it is worth noting that the Republican majority clearly decided 
that inaction alone would not be sufficient, in the absence of any 
break in the trend, to save the party from a damaging electoral 
reaction next November. Republican spokesmen stressed their 
willingness to grant further powers to the President should 
voluntary arrangements fail, and Mr Joseph Martin, Speaker of the 
House of Representatives, went so far as to declare that his party 
had “only made a start” on the anti-inflation programme. 

A clause in the new law which seems to have escaped general 
comment is one which permits the Commodity Credit Corpora- 
tion to assist farm output in non-European foreign countries by 
financial assistance, pr:ce guarantees, and the provision of seed, 
fertiliser, equipment and materials. It remains to be seen how far 
funds will be available for this project, but the grant of such 
powers in peacetime is a major victory for the Department of 
Agriculture. For the rest, the voluntary agreements authorised 
between Government and industry do not legalise price-fixing, 
but cover priority and inventory controls. Voluntary allocations 
have been made for some time in a number of industries (steel and 
other metals are typical examples), and the new law can assist and 
fortify this work. Agreements, however, are now to cover a much 
wider and much more complex field. For many sections of in- 
dustry they will be very unpopular, and they will take some 
time to get under way. Meanwhile, “anticipatory buying” may 
be accelerated, and thus provide a spur for fresh Congressional 
action before 1948 is very old. 


* * * 


Panama’s Revenge 


The Republic of Panama, which the United States created 
44 years ago, took its revenge last week on the “Colossus of the 
North” when the Assembly voted not to ratify the agreement 
permitting American occupation of 14 air bases, including Rio 
Hata, for the defence of the Panama Canal. Panama, sitting on 
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a powder-keg which might well blow it sky-high in the evel 
of another war, has exercised its inalienable right to cut off tt 
nose to spite its face. The United States, the doughty champion — 
of the rights of small nations, however exasperating and wrong- 
headed they may be, has had no choice but to withdraw its 2,000 

troops at once into the Canal Zone (which is under full American : 
sovereignty) ; and it is hoped that this meticulous observance of — 
Panamanian sovereignty will soothe tempers inflamed at Yankee 
Imperialism. ' oe 

The post-mortems on the failure of American policy have been 
searching. There is no doubt that the ghost of Teddy Roosevelt — 
still hangs about the Canal Zone. It was he who inspired the — 
revolution which created Panama when Colombia proved dilatory 
in granting the canal concession to the United States; in !:911 
he wrote candidly, “I took the Canal Zone and let Congicss — 
debate, and while the debate goes on, the canal does too.” Not — : 
even the $25 million of conscience money voted to Colombia = 
during the Wilson Administration, or the spectacular American 
achievements in public health have quite wiped out the memory, 
It has been easy for officials to suggest that it is not American 
policy, but Communist intrigue, which is behind this slap in 
the face. But even Communist propaganda must have something 
to build on; in Panama it unquestionably was the humiliating 
discrimination practised against Panamanians by Americans on 
the spot. 

It is no doubt healthy that the United States should be re- 
minded that popularity and admiration are not the automatic 
lot of a great power, however well intentioned, and that con- — 
ferences and an official Good Neighbour policy by themselves_ 
cannot heal all that is wrong with Pan-American reiations. But 
the problem of defending the Canal remains. A number of 
suggestions will be given new life. These include the re- 
engineering of the present canal on a water-level route, t0 7 
eliminate the vulnerable locks ; and the building of a new canal, = 
either through Colombia, or through Nicaragua. The latter route 
was favoured by three American Commissions at the turn of the 
century, before Panama was chosen. None of these alternatives” 
is a real substitute, however, for the sense of identity of interest 
in common defence problems which was so conspicuously lack- 
ing in Panama City last week. 



























































Shorter Notes 


In advance of the Congressional investigation of “ inside specu- 
lation” on the commodity exchanges, Mr Clinton Anderson, 
Secretary of Agriculture, has published a list of rather more than 
700 traders in grain and other commodities. This initial list, at 
least, does not support earlier charges of substantial trading on 
the part of important officials in or near the executive branch of 
government, apart from Mr Edwin Pauley, whose interests have 
already been disclosed. Nor does the list contain the names of 
prominent Congressmen, as recently alleged. The report dealt ex- 
clusively with future trading and included names of reporting 
traders on October 31, 1946, and October 31, 1947. Subsequent 


reports are expected to cover 13,000 names, and may be more 
revealing. 








* 


Foreign trade totals rose substantially in October with a re- 
versal of the recently declining export trend. Exports at $1.22 
billion compare with the September figure of $1.09 billion, while 
imports were up from $481 million to $491 million. 


* 


In a preliminary survey’ of 1947, the Department of Commerce 
notes that output is again at peak levels with the November index 
of industr.al production (1935-39) at the new post-war peak of 192. 
Output continued to rise in December with steel operations near 
capacity. The dollar value of construction for the year, at $12 
billion, exceeds all previous records. 


* 


_ It is worth recording that in the special session the Repub- 
licans voted supplemental sums totalling over $32 million for work 
on western dams and irrigation projects such as Central Valley, 
Davis Dam and the Columbia Basin project in the State of 
Washington, These sums bring appropriations up to what the 
Administration originally requested and wipe out the cuts imposed 
last Session which, as Governor Warren reminded his party, 

seriously imperil ” election chances in the West. 
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IN TOKYO... 


A NEW BANK OF AMERICA 


BRANCH 


Bank of America is pleased to announce the 
opening of its new Branch ia Tokyo, Japan, 
This Branch is fully prepared and equipped 
to provide all banking services now permitted 
in Japan. 






The new Tokyo Branch and the Manila and 
London Branches of Bank of America provide 
a direct banking service between the United 
States of America, Europe and important 
Far Eastern Markets. 


. 


International Banking Department 
Bank of America N.T. & S.A, 


300 Montgomery Street, San Francisco 20, 

660 S. Spring Street, Los Angeles 54. 
New York Representative Offices 44 Wall Street. 
London Branch 12 Nicholas Lane London E.C.4. 

Manila Branch 138 Juan Luna Street. 
Tokyo Branch Yaesu Building 2 Chome Street. 





The Underwood Sundstrand Class 
*D’ Accounting Machine illustrated 
is an all-purpose, fully automatic 
Machine, equipped with two cross- 
computing Registers, eight accumu- 
lating Registers and Front Feed 
Carriage, designed for comprehensive 
Accounting requirements demand- 
ing the simultaneous posting of a 
number of related records with the 
cross-computation of any series of 
New Balances and the automatic 
accumulation of a large number of 
inter-related totals. 


The NEED for SPEED 


in present-day accounting routine 





Ideally suited to Comprehensive 
Pay Roll, Costing, Sales, Purchase, 
and Stores Ledger Accounting, these 
machines are the effective answer 
to the vital need for speed and 
accuracy to-day. Demonstration 
arranged without obligation. 


UNDERWOOD ELLIOTT FISHER 
SUNDSTRAND 
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SESE] | 18/19, Pall Mall, London, $.W.1. Telephone: Abbey l0l! 
SALES AND SERVICE EVERYWHERE 





From 


VAN BOYS 


to 


DIRECTORS 


it needs only 218 persons 
in the wholesale textile 
trade to distribute 


HE NAME SPENCE IS A 
household word in the world 
of heavy chemicals. SPENCE 
dates back to 1846 and its 

chemicals have always been re- 

spected for their high and con- 
sistent quality. Recently some 
interesting new products have been 
introduced, including materials 
for pharmaceutical specialities. An 
abridged booklet will gladly be 
sent to you giving a brief survey of 

SPENCE products, including: 

Alum, Aluminium Su/phate, Aluminium 

Chloride, Aluminium Nitrate, Alumina 

White, Activated Alumina, Calcium’ 

Carbonate, Detergents, Pharmaceutical 

Alumina, Sodium Aluminate, 8ul- 

phuric Acid, Titanium salts, Silica, etc. 


~ SPENCE 


= eS | 


wo sv s 


*£1,000,000 of goods per 
annum to all parts of the 
country in varying quanti- 
ties to retailers of all sizes. 
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* Wholesale selling prices 
exelusive of Purchase Tax 
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| It’s smoother 
above 





travelling the weather 


As long ago as 1931 Pan American World Airways proved that the 
upper air is smoother . . . by making regular scientific observations + 
with an instrument known as the recording theodolite. 


That’s why today Pan American flies the Atlantic above the weather 
—up where the prevailing winds are steady night and day. You enjoy 
air-conditioned comfort all the way, because your Clipper cabin is 
pressurized —specially built for travel at high altitudes. 


* 


Arlington Street, Piccadilly, S.W.A(REGent 7292). For 
Clipper Cargo, 50 Pall Mall, S.W.A (WHItehall 3311). 


“GO BY FLYING CLIPPER WHEN YOU GO” 






PAN AMERICAN 


WORLD AIRWAYS 
The System of the ying Chippers 


i 

Consult your travel agent, or our office, Arlington House, 
i 
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HE: political climate‘in this no-man’s land between East and 
West is growing steadily milder under gentle dollar showers 
nd breezes of approval-from the West. For some time the aging 
Republican People’s Party (RPP) stood up to the Democrats’ 
pelting without much obvious sign of strain. But suddenly 
ast September the crusty old diehard Premier, Recep Peker, 
was brought down by nothing deadlier than a backbenchers’ 
ebellion and the President’s announcement of his personal 
~ sneutrality in party politics. And after brief negotiations, a more 
~~ {moderate RPP Cabinet moved in under the previous Foreign 
© Minister, Hasan Saka, a westernised ex-diplomat being appointed 
to the Foreign Office. 

Outwardly the change did not differ much from the customary 
7 periodic “changes of the guard” of Atatiirk’s day. No open 
/concessions to the Democratic Party’s demands were made. But 
the very fact that public criticism, no longer so easily sup- 
> pressed by newspaper bans and arrests, could undermine an RPP 
_ Cabinet and overthrow it with the collusion of its own official 
* chairman, Ismet In6nii, was sensational enough. The ruling party 
? had clearly become unsure of its support in the country and of its 
hold on the President—a fact which throws a curious light on the 
controversial election returns of 1946, which gave the RPP a 
- majority of 85 per cent. 

' The new Government’s programme, announced at a special 
session of the Assembly on October 13th, is more remarkable for 
its discreet overtures to American capital than for its platonic 
tributes to the democratic form of government, or its reaffirmation 
- of the “ middle-of-the-road” principle in domestic and foreign 
politics. Announcing the Government’s intention to establish a 
clear division between state planning and private enterprise— 
in itself an important though oblique concession to economic 
liberalism—the Premier alluded briefly to various public invest- 
ment plans. He mentioned irrigation, electrification, mechanisa- 
tion of mining, construction of roads, railways and ports, and 
drives for increased agricultural productivity and industrial 
efficiency. He ended with an unemphatic invitation to foreign 
capital and foreign “ specialists.” 


Anglo-American Co-operation 


To appreciate the full meaning of this gesture, one must cal] 
to mind the fierce economic nationalism hitherto practised by 
Republican Turkey, and the sad fate which in the twenties and 
thirties overtook foreign companies in Turkey. Their profits 
were restricted, frozen, and taxed out of existence, and their 
fixed capital was finally nationalised for a nominal compensation. 
But it was soon found that the nationalist projects of industrial- 
isation could not make headway without foreign capital, however 
much the controls and guarantees associated with it might offend 
nationalist pride and smack of the “ capitulations” of the hated 
past. The political situation which produced the American loan 
seemed to offer, incidentally, a dignified way out of the straits of 
nationalist economics. Closer relations with the one Power not 
suspected of imperialist designs and addicted:to laisser faire prin- 
ciples would make the return to a regime of capital imports and 
freer trade a plausible move. In 1947 even a Kemalist could 
make it without loss of face. But as American aid enters upon 
the phase of execution it seems to be undergoing a subtle change 
in character, which is worth analysing more closely. ae 

President Truman’s speech in March had been belligerent. 
Many listening Europeans must have been troubled by uneasy 
memories of the luckless British “guarantees” of 1939. A few 
people in Turkey more vividly recollected the secret withdrawal 
of the Turkish armies to shorter interior lines at the height of 
a the Azerbaijan crisis of 1946, which, unknown to most, was 
j the real climax of the Russo-Turkish war of nerves. To all 
alike the loan was a strategic move, and for three months or so 
following its uneasy beginning the military aspect monopolised 
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THE WORLD OVERSEAS 





Turkey under the $ Sign 


(From a Correspondent in Ankara) 


comment in Turkey and elsewhere. What information was pub- 
lished referred to war equipment and strategy—AA guns, rapid- 
firing arms, motor transport, mechanisation of the Army, fortifica- 
tion of the Straits. US Army and Navy missions followed one 
another in close succession, and Turkish staff delegations, the latest 
under the Chief of Siaff, Gen. Salih Omurtak, commuted between 
Ankara and Washington. 

It would be wrong to deduce from this picture that Turkey 
has jettisoned all former allies and is leaning exclusively on the 
United States. While American buyers are purchasing the equip- 
ment on behalf of the Turks, and American instructors are teach- 
ing them how to use it, the military, naval and air missions which 
are responsible for the overall training of the Turkish armed 
forces are, as they have for long years been, British. Hence 
General Omurtak’s recent visit to Britain also. It would be diffi- 
cult to find anywhere a better sample of Anglo-American dove- 
tailing than that which is to be seen in Turkey today. 

Much of this emphasis on military first-aid was accounted for 
by the natural desire felt here at the time to make martial gestures 
in a northerly direction. But as American parties landed 
at Turkish ports, travelled on Turkish railways and roads, 
inspected ‘Turkish farms, mines and factories, they learnt 
that the ports could not handle the material they proposed 
to send; that the road system would have to be rebuilt 
before a modern army could deploy; that there was no 
industry capable of sustaining the efficient war machine 
to be created. Gradually the Soviet menace seemed to recede 
from Turkish minds and the emphasis began to shift from guns 
and trucks to ports and roads. American delegations called at the 
Ministries of Public Works and Communications. They were told 
that the new five-year plan of industrialisation, only one 
of several big public projects, would alone increase road traffic 
by an estimated 500,000 tons p.a. But the latest road 
construction plan of the Ministry of Public Works showed 
that, even on paper, it would take 15 years at the planned annual 
expenditure rate of £T40 million to construct and repair the 
12,500 miles of highway required to raise the Turkish network to 
the average European level of 100 years ago. The Americans in- 
spected ore mines—without smelting furnaces ; new blast-furnaces 
—without coke ovens ; potential] oil fields—without wells. They 
carried off the impression of an undeveloped, inexpertly striving 
country, rich in economic potential and paper planning, but lack- 
ing capital, skilled labour and engineering, and, above all, economic 
common sense and organisation. 


3 
Reconstruction or Rearmament ? 


The whole “ set-up” must appeal strongly to the pioneering 
free-enterpriser concealed under many a US colonel’s uniform. 
On the Turkish side, too,, powerful influences are working in 
favour of a translation of a larger part of the aid from purely 
military into general economic terms. Indeed, the flexibility 
achieved in the wording of the Aid-to-Turkey Agreement of July 
12th is such that:no formal obstacle opposes such a transforma- 
tion. Yet owing to the international situation, and to the demands 
that arise from Turkish military circles on account of it, no one 
can at present contemplate a large-scale transfer of funds from 
the rearmament to the reconstruction category. The proportion 
of the whole at present allocated to communications, as opposed 
to strictly military requirements, is, at a guess, not much more 
than five per cent. The answer to the “ powerful influences ” 
described above is, clearly, that they must attract other American 
investment. But the American private investor is wary. He has 
plenty of fields for his activity that are both nearer home and 
less at the mercy of political accident. Further, in spite of 
President Inénii’s recent vague call to foreign capitalists, the in- 
ducement to the foreign investor to sink money in Turkey is still 
negligible. or one thing, he cannot export his profits, except in 
the form of products. Even his lo¢al employment of them is 


Ea ER EE 














22 


still hedged about with restrictions. It must, for instance, be 
“ beneficial to Turkey’s economy.” The Turkish government is 
far too apt to sit upon initiative. The reason is that too much of 
this would show up the uneconomic basis on which some (thougl? 
not quite all), of the state’s own enterprises are run. 

During the summer of 1947, the American Twentieth Century 
Fund conducted a private enquiry into Turkey’s resources and 
potentialities. (The Fund is an American concern privately 
endowed by philanthropists who have an eye to the future of 
American business overseas.) Its report, which ‘was prepared by 
Professor Thornbury and Mr Graham Spry, is not yet out, but 
the former disclosed some of its key points to the Turkish news- 
paper Vatan before he left the country in July. In this interview, 
Professor Thornbury reveals, amongst other facts, that, owing to 
the lack of public encouragement to the private investor the some- 
what shocking total of £T800 million-worth of Turkish savings 
is immobile in State Bonds and in savings accounts. He concludes 
his remarks as follows: 

It is obvious that as long as the spirit of private enterprise is not 
developed in Turkey, there is no place for United States private 
enterprise in your country. First of all you must exploit your own 
natural resources, and then you can receive foreign capital. 

Some Turks, naturally enough. write off his attitude to private 
enterprise as “just what one would expect of an American” ; 
nevertheless his criticism of a state enterprise which is practised 
with seldom or never a pause to review costs is worth their atten- 
tion. The Turks are certainly anxious to obtain financial help for 
their national development schemes, and the Export-Import Bank, 
or an extension of inter-governmental aid, may provide it. But the 
plans will have to be recast and co-ordinated so as to make sense 
to men who are used to thinking in terms of cost, efficiency and 
optimum returns. 


Split in the French Unions 


[FROM OUR PARIS CORRESPONDENT] 


Tue fight between the Communists and the “ reformists” in the 
French Confédération Générale du Travail has been waged 
psychologically since the liberation, and physically during the 
recent disorders. Now it has culminated in the collective with- 
drawal of the “ reformists,” leaving the Communists in sole, 
unchallenged control. 

The decision to withdraw from the CGT was taken at a 
national conference of the trade union reformists, who, in the 
last few months have been producing their own newspaper La 
Force Ouvriére, under M,. Léon Jouhaux’s leadership. The reso- 
lution in favour of collective withdrawal was voted by §2 to 5, 
with 14 abstentions. It represented a victory for democratic 
procedure ; nearly all the Paris leaders had formerly favoured 
remaining inside the old CGT organisation, but submitted to 
the will of the provincial rank and file. 

M. Jouhaux himself, who had been for almost 40 years secretary- 
general of the organisation he is now compelled to abandon 
(although since 1945 he has had to share the privilege with the 
Communist, M. Benoit Frachon), pleaded in vain against the 
schism. 

Th.s is not the first time that ibe French trade union movement 
has splt: the rounding up of hostile groups into a reunified 
organisation during the heroic days of resistance and union sacrée 
never dispelled the profound mistrust which had divided the two 
sectors for a quarter of a century. This distrust had grown 
into passionate hostility when they divided on the question of 
whether they should support or oppose the declaration of war 
in 1939. The Communist adherents of the Third International 
found themselves as early as 1920 in conflict with the non-political 
traditions of French syndicalism. Then, however, they were 
obliged to take the initiative, to break away and form a separate 
CGT, thus violating the tradition of working-class unity and 


depriving themselves of the prestige and loyalties which the older 
organisation commanded. 


Communists Hold the Funds 


This time, the tables have been adroitly turned: the Com- 
mun‘sts remain in uncontested control of the CGT itself, with 
its funds, its reputation and the substantial majority of its declining 
membership. The minority are expected to rally under a million 
workers, although it will be some time before a reliable estimate 
can be made. On Wednesday the autonomous trade unions, which 
began to form during the summer to avoid Communist control, 
decided to join forces with the followers of Force Outvriére. 


a 
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In the opinion of most of the reformist minority of the € ei 
executive, who have now had to resign, the time has been } ake : 
chosen for setting up a splinter trade union group. The admigh@m’ id th 
strative and financial problems of establishing new central ay sever 
local offices on a national scale would be considerable at any time: nth oxielia 
but they are all the more so at a moment when trade unionism¥Miie the V 
has not recovered from the unfavourable results of an unsuccessfy e spe 
and controversial strike, and when the political pendulum sotiatic 
swinging visibly to the right. Inthe last two years, although the ggests 
CGT had attained a membership of over 6,000,000, there has begy “@iorimism 
no improvement in the workers’ standard of living, and sogig) 
inequality has never been so glaringly apparent. wad 

In a number of provinces the moving force behind the cleavagy 
was the RPF (Gaullist) movement, which was organising factor 
groups, distributing free of charge its workers’ newspape 
L’Euncelle (the spark) and exhorting unionists to break with 
Communist leaders. Thus, while the leaders of the Force Ouvrity 
in Paris shared the view of M. Léon Blum and supporters of the © 
“Third Force” that the fight must be waged simultaneg he 
against the Communists and Gaullists, in many of the proving 
centres the Gaullists were subsidising and assisting Force Ou 
propaganda. The division in the CGT is, in any case, likeh 
to facilitate rather than hinder the General’s accession to 

There seems little doubt that the Communist leaders welcome 
the decision of the Force Ouvriére to quit their posts in the” 
CGT, for which they have indeed long been preparing. It would” 
have been embarrassing to expel the minority leaders; it 
a good deal easier to outvote and outmanceuvre them, but better ™ 
still to obtain their voluntary withdrawal. In future, the CGT” 
will be smaller in numbers, but more pliable and efficient ; e 
above all quicker to manipulate and more reliable in a revolt, 7 
uonary Crisis. a 

Straight Fight with the Right 


The split within the CGT follows the pattern of the Com 
munist rupture with the Socialists in national and local polities} 7 
the time has evidently come when safety is sought not in numbers 7 
but in unity of purpose and undivided loyalty to Soviet leaders ” 
ship. To weaken and divide the Left, to isolate the Social ~ 
Democrats, and thus clear the ring for a straight fight between 
the Communists and the Right, appears as the immediate objective ~ 
of Cominform action in France today. A revival of Westem ~~ 
Europe through American aid, in which a powerful and united 
labour movement secured a fair share of returning prosperity 


for the industrial workers, would plainly create an impossible ai 
situation for the Communists. } 


_ The methods by which life in the local trade unions was made the J 
intolerable for non-Communists varied from slander and allegae ~ Emp 
uons of collaboration to use of threats and violence. In the north, ~  trooy 
reformist leaders declare that many of the prominent non-Comts = neve 
munist unionists were murdered in unexplained “ incidents” 77) Beca 
before and during the Liberation. Snap elections for trade, ~ @ of th 
union jobs, held in the presence of a selected minority, often Japa 
enabled the Communists to place their own men in key posts, arm‘ 
even where they commanded only a small numerical support. revo 
During the recent troubles workers were incited to beat up Eur 
blacklegs, and in several cases strike-breakers were kidnapped ~ © Fre 
from their homes or assaulted on their way to work. «Se Chi 

The unity of purpose and discipline with which the Com- = so % 
munists have worked to achieve their successive objects—first the to : 
domination, then the complete control of the CGT—has been Chi 
all the more remarkable because their effort has lasted over mil 
period of years, A consistent policy has been imposed on oa Fre 
executed by countless anonymous local Communist militants. _ 3 

For the time being the French trade union movement has been © as 


gravely, perhaps irreparably, weakened. 


: wet But the Cominform has a “ 
retained the initiative. § 


New Start in Indo-China a > 
[FROM A SPECIAL CORRESPONDENT] - 7 


Tue decision of the French Council of Ministers to grant full ¥ 
powers to M. Bollaert, the French High Commissioner for Indo. | 
China, “ to pursue all negotiations necessary for the re-establish- a 
ment of peace” may end the deadlock between France and Viet- © 
Nam. This has persisted since the outbreak of fighting in Hanoi _ e 
on December 19, 1946. ‘The only restriction on M. Bollaert’s i 
mandate is that such negotiations shall not include Ho Chi-min’s 
TRA SBolinest 14° S00AH Picts ‘Kac ‘Ghibdeo = t 

5 ert is now in Paris for tation with his Govern- 
ment. Before leaving Indo-China he held his first conversation ’ 
with Bao Dai, the ex-Emperor of Annam, who had flown from _ 
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ongkong to meet him. Bao Dai has this week arrived in 
ondon on his way to Switzerland for medical treatment, and it 
ould thus be easy to arrange a further meeting on neutral soil. 
or several months it has been French policy to encourage all 
ationalist parties in Viet-Nam, opposed to the totalitarian methods 
the Viet-Minh, to use the ex-Emperor as a rallying-point. 
e specific exclusion of Ho Chi-min from the approaching 
gotiations—the first time that he has been officially ignored— 
ggests that the French are now confident of success. French 
ptimism is based on the severe military defeat recently inflicted 
n Ho Chi-min. According to French reports, the operations 
gun on October 9th have driven Viet-Minh forces back into the 
ountain districts of northern Tonkin, and cut off their supply 
f arms from China, so that elsewhere only the coastal town of 
inh in northern Annam remains in Viet-Minh hands. 

By his prolonged hesitation in consenting to come forward as a 
diator, Bao Dai has shown that he does not intend to return 
p Indo-China in any capacity as a French puppet. In the early 
ages of the negotiations he was reported to have taken up a 
hore uncompromising attitude than Ho Chi-min by claiming 
plete independence, a demand never advanced by the Viet- 
inh leader. It may be safely assumed that, in the recent course 
#f negotiations at Hongkong, he was offered by the French more 
beral terms than were contained in M. Bollaert’s speech at 
Hadong on September 1oth. The opinion is now privately ¢x- 
ressed in official French circles that to draw off nationalist sup- 
ort from the Viet-Minh, Bao Dai will have to be offered more 
nerous terms than were secured by Ho Chi-min in the French 
greement with Viet-Nam of March 6, 1946. At the same time 
e adhesion of Laos and Cambodia to the Federation of Indo- 
ina has just been announced. 

Whatever plan emerges from the forthcoming negotiations will 
scrutinised, especially in Indo-China, against the background of 
arlier attempts at settlement. The first step towards constitutional 
eforms was the scheme for a Federation of Indo-China as part 
pf the French Union outlined by General de Gaulle on March 25, 
945. Though supreme authority was to rest as formerly with 
e Governor-General, there was to be a Council of State, partly 
tench and partly Indo-Chinese, and an Assembly elected by all 
‘five countries of the Federation, having full control of the budget. 
Control of foreign affairs was expressly reserved to France. 


Illusions about the French 


The capitulation of Japan was quickly followed by the pro- 
- clamation of the Republic of Viet-Nam, claiming to comprise all 
three seaboard territories (Tonkin, Annam and Cochin-China) of 
_the former Empire of Annam and by the abdication of the 
Emperor in July, 1945. North of the 16th parallel 150,000 Chinese 
_ troops swarmed in to take over from the Japanese, who were 
' never made to appear to the local population as a beaten army. 
Because the Chinese Central Government was at first nervous 
» of the Communist tendencies of the Viet-Minh Government, the 
Japanese troops were allowed to retain 10 per cent of their small 
' arms, while French officers were not even allowed to carry 
revolvers. The fact that the Viet-Minh. never saw a victorious 
European army undoubtedly gave them a false impression of the 
French position. To strengthen their hold upon Ho Chi-min the 
Chinese compelled him in December to reform his Government 
» so as to include representatives of the nationalist parties opposed 
to and rivals of the Viet-Minh, both armed and subsidised from 
China. Eventually the Chinese were outmancuvred by Ho Chi- 
min, who submitted to this coalition only until the agreement with 
France of March 6, 1946, was completed. 
This agreement, the yardstick of all subsequent proposals, made 
a spectacular advance in recognising the Viet-Minh Republic as 
a “Free State having its own government, parliament, army and 
finances within the French Union.” When Ho Chin-min visited 
France a few months later he was received as a head of state. 
But its execution broke down. That picturesque, if reactionary, 
© eighteenth-century figure, Admiral d’Argenlieu, as High Com- 
} missioner of Indo-China, gave his staff to understand that failure 
to fulfil the agreement could be considered inevitable, and a large 
» share of the blame for the ultimate rupture undoubtedly rests 
| ~* with him. Disagreement occurred mainly over what territory 
_ the republic of Viet-Nam comprised and the control of customs. 
_ The republic claimed all three territories of Tonkin, Annam and 
_ | Cochin-China, while the French failed to hold the promised 
| | referendum to settle this issue in Cochin-China. They also con- 
. | vened a conference at Dalat for the purpose of implementing the 
. || agreement without even inviting representatives from the 
Republic. Following the shooting at Haiphong, when the French 
tried to assert control of customs, the Viet-Nam Republic decided 
to risk all on one throw and on December 19th, without warning, 
launched a generabattack’ on the French in Hanoi, making ‘no 
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distinction between soldier and civilian or men, women and 
children. The greater part of the city was burned to. the ground. 
When, after some weeks, the French gained fuii control, the 
Republican Government fled into the hills where they have since 
wandered. 

Nationalist Aspirations 


M. Bollaert’s speech at Hadong in September disappointed 
all nationalist parties, even those opposed to the Viet-Minh, and 
also many Frenchmen. Presented in the form of an ultimatum 
it postulated an Indo-Chinese Federation with French control of 
the army, foreign representation, customs and police, and as such 
seemed to revive the de Gaulle proposals of March, 1945, in 
place of the now abandoned “Free State” plan of March, 1946. 
Demonstrations organised immediately afterwards by the French 
to demand the return of Bao Dai gave no sign of spontaneity 
either in Hanoi or in Saigon. The belief is widely held that 
M. Bollaert would have offered more generous terms had he been 
allowed to do so and there is no doubt that his personal influence 
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has been on the side of compromise. Viet-Nam nationalists desire 
most of all to have their own representation in foreign countries. 
They fully understand that France must remain if the integrity 
of Indo-China is to be preserved. If the French Government 
would concede them a diplomatic service of their own, similar to 
that of a British Dominion, the prospect of a lasting settlement 
would come very much nearer. 

Though French society in Indo-China, and especially military 
society, is predominantly Gaullist and colonialiste, there are 
many liberal Frenchmen in the administration and outside. The 
High Commissioner, M. Bollaert, and many of his entourage 
have a fine record in the Resistance, and are individually eager 
to bring to birth a self-governing Viet-Namese nation. 

There is a healthy ferment of opinion, stimulated by café 
society and the local press which, despite a much criticised 
censorship, includes severa! influential opposition papers, both 
French and Viet-Namese. Between them they dissect local politics 
with a truly Parisian energy. In some respects the Paris-educated 
Cochin-Chinese seem intellectually more mature than _ their 
opposite numbers in the other countries of South-east Asia. 
(In training the majority in medicine instead of in Jaw the French 
have set an example which might be imitated with advantage 
elsewhere.) But they are all people determined to struggle on 
for what they regard as the essentials of natioghood. joug! 
French military action may have been successful in the north, 
the Viet-Namese “ Resistance ” has been growing stronger in the 
south. But both sides realise their interdependence and, if Bao 
Dai is offered terms amounting to a generous interpretation of the 
agreement of March, 1946, there is every chance that the new 
negotiations should succeed. 
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[FROM A SPECIAL CORRESPONDENT] 


Tue decision of the French Council of Ministers to grant full 
powers to M. Bollaert, the French High Commissioner for Indo 
China, “ to pursue all negotiations necessary for the re-establish- 
ment of peace” may end the deadlock between France and Viet- 
Nam. This has persisted since the outbreak of fighting in Hanoi 
on December 19, 1946. The only restriction on M. Bollaert’s 


mandate is that such negotiations shall not include Ho Chi-min’s 
government 


M. Bollaert is now in Paris for consultation with his Govern- 
Before leaving Indo-China he held his first conversation 
with Bao Dai, the ex-Emperor of Annam, who had flown from 
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Hongkong to meet him. Bao Dai has this week arrived in 
London on his way to Switzerland for medical treatment, and it 
would thus be easy to arrange a further meeting on neutral soil. 
For several months it has been French policy to encourage all 
pationalist parties in Viet-Nam, opposed to the totalitarian methods 
of the Viet-Minh, to use the ex-Emperor as a rallying-point. 
The specific exclusion of Ho Chi-min from the approaching 
pegotiations—the first time that he has been officially ignored— 
suggests that the French are now confident of success. French 
Optimism is based on the severe military defeat recently inflicted 
on Ho Chi-min. According to French reports, the operations 
begun on October 9th have driven Viet-Minh forces back into the 
mountain districts of northern Tonkin, and cut off their supply 
of arms from China, so that elsewhere only the coastal town of 
Vinh in northern Annam remains in Viet-Minh hands. 

By his prolonged hesitation in consenting to come forward as a 
mediator, Bao Dai has shown that he does not intend to return 
to Indo-China in any capacity as a French puppet. In the early 
stages of the negotiations he was reported to have taken up a 
more uncompromising attitude than Ho Chi-min by claiming 
complete independence, a demand never advanced by the Viet- 
Minh leader. It may be safely assumed that, in the recent course 
of negotiations at Hongkong, he was offered by the French more 
liberal terms than were contained in M. Bollaert’s speech at 
Hadong on September roth. The opinion is now privately ex- 
pressed in official French circles that to draw off nationalist sup- 
port from the Viet-Minh, Bao Dai will have to be offered more 
generous terms than were secured by Ho Chi-min in the French 
agreement with Viet-Nam of March 6, 1946. At the same time 
the adhesion of Laos and Cambodia to the Federation of Indo- 
China has just been announced. 

Whatever plan emerges from the forthcoming negotiations will 
be scrutinised, especially in Indo-China, against the background of 
earlier attempts at settlement. The first step towards constitutional 
reforms was the scheme for a Federation of Indo-China as part 
of the French Union outlined by General de Gaulle on March 25, 
194§. ‘Though supreme authority was to rest as formerly with 
the Governor-General, there was to be a Council of State, partly 
French and partly Indo-Chinese, and an Assembly elected by all 
five countries of the Federation, having full control of the budget. 
Control of foreign affairs was expressly reserved to France. 


Illusions about the French 


The capitulation of Japan was quickly followed by the pro- 
clamation of the Republic of Viet-Nam, claiming to comprise all 
three seaboard territories (Tonkin, Annam and Cochin-China) of 
the former Empire of Annam and by the abdication of the 
Emperor in July, 1945. North of the 16th parallel 150,000 Chinese 
troops swarmed in to take over from the Japanese, who were 
never made to appear to the local population as a beaten army. 
Because the Chinese Central Government was at first nervous 
of the Communist tendencies of the Viet-Minh Government, the 
Japanese troops were allowed to retain Io per cent of their small 
arms, while French officers were not even allowed to carry 
revolvers. ‘The fact that the Viet-Minh never saw a victorious 
European army undoubtedly gave them a false impression of the 
French position. To strengthen their hold upon Ho Chi-min the 
Chinese compelled him in December to reform his Government 
so as to include representatives of the nationalist parties opposed 
to and rivals of the Viet-Minh, both armed and subsidised from 
China. Eventually the Chinese were outmanceuvred by Ho Chi- 
min, who submitted to this coalition only until the agreement with 
France of March 6, 1946. was completed. 

This agreement, the yardstick of all subsequent proposals, made 
a spectacular advance in recognising the Viet-Minh Republic as 
a “Free State having its own government, parliament, army and 
finances within the French Union.” When Ho Chin-min visited 
France a few months later he was received as a head of state. 
But its execution broke down. That picturesque, if reactionary, 
eighteenth-century figure, Admiral d’Argenlieu, as High Com- 
missioner of Indo-China, gave his staff to understand that failure 
to fulfil the agreement could be considered inevitable, and a large 
share of the blame for the ultimate rupture undoubtedly rests 
with him. Disagreement occurred mainly over what territory 
the republic of Viet-Nam comprised and the control of customs. 
The republic claimed all three territories of Tonkin, Annam and 
Cochin-China, while the French failed to hold the promised 
referendum to settle this issue in Cochin-China. They also con- 
vened a conference at Dalat for the purpose of implementing the 
agreement without even inviting representatives from the 
Republic. Following the shooting at Haiphong, when the French 
tried to assert control of customs, the Viet-Nam Republic decided 
to risk all on one throw and on December roth, without warning, 
launched a general attack on the French in Hanoi, making no 
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distinction between soldier and civilian or men, women and 
children. The greater part of the city was burned to the ground. 
When, after some weeks, the French gained fuij control, the 
Republican Government fled into the hills where they have since 
wandered. 

Nationalist Aspirations 


M. Bollaert’s speech at Hadong in September disappointed 
all nationalist parties, even those opposed to the Viet-Minh, and 
also many Frenchmen. Presented in the form of an ultimatum, 
it postulated an Indo-Chinese Federation with French control of 
the army, foreign representation, customs and police, and as such 
seemed to revive the de Gaulle proposals of March, 1945, in 
place of the now abandoned “ Free State ” plan of March, 1946. 
Demonstrations organised immediately afterwards by the French 
to demand the return of Bao Dai gave no sign of spontaneity 
either in Hanoi or in Saigon. The belief is widely held that 
M. Bollaert would have offered more generous terms had he-been 
allowed to do so and there is no doubt that his personal influence 
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has been on the side of compromise. Viet-Nam nationalists desire 
most of all to have their own representation in foreign countries. 
They fully understand that France must remain if the integrity 
of Indo-China is to be preserved. If the French Government 
would concede them a diplomatic service of their own, similar to 
that of a British Dominion, the prospect of a lasting settlement 
would come very much nearer. 

Though French society in Indo-China, and especially military 
society, is predominantly Gaullist and colonialiste, there are 
many liberal Frenchmen in the administration and outside. The 
High Commissioner, M. Bollaert, and many of his entourage 
have a fine record in the Resistance, and are individually eager 
to bring to birth a self-governing Viet-Namese nation. 

There is a healthy ferment of opinion, stimulated by café 
society and the local press which, despite a much criticised 
censorship, includes several influential opposition papers, both 
French and Viet-Namese. Between them they dissect local politics 
with a truly Parisian energy. In some respects the Paris-educated 
Cochin-Chinese seem intellectually more mature than their 
opposite numbers in the other countries of South-east Asia. 
(In training the majority in medicine instead of in law the French 
have set an example which might be imitated with advantage 
elsewhere.) But they are all people determined to struggle on 
for what they regard as the essentials of natioghood. Though 
French military action may have been successful in the north, 
the Viet-Namese “ Resistance ” has been growing stronger in the 
south. But both sides realise their interdependence and, if Bao 
Dai is offered terms amounting to a generous interpretation of the 
agreement of March, 1946, there is every chance that the new 
negotiations should succeed. 
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Clash of Personalities 
Among the founders of the party were Dr A. S, 


Wickremasinghe, who had come under the influence of Saklatvala 
while studying medicine in England ; N. M. Perera, a graduate of 
the London Schoo! of Ecc Colvin R. de Silva, a lawyer 
who had studicd King’s College, London, and was the 
only membe! the Soviet Union ; and 
two brothers, Philip and Leshe Gunawardene, the elder a member 
of the British Communist Party, who had travelled extensively in 
America and Europe ntelligent and strongly imdividuahst, 
several of them had been eritical of Stalin’s leadership even in 
England, and this dissatisfaction grew after they returned to 
Ceylon. They disagreed with the official Soviet line over Spain, 
ever Popular Fronts, and, at a later stage, over Finland. In 1938 
they officially adopied Trotskyism and adhered to the 4th Inter- 
national which had been launched in Switzerland the previous 
year. In 1939 they expelled Dr Wickremasinghe, who led a small 
minority of “ Stalinists,” on the grounds that they were “ working 
towards the disruption of the party from within.” Although 
there have been many examples of 3rd Internationalists expelling 
4th Internationalists, this is believed to have been the only case in 
which the reverse process occurred, The expelled Stalinisis, in 
November, 1940, formed the United Socialist Party of Ceylon. 

In June, 1940, Perera, de Silva and the Gunawardenes were 
arrested by the British authorities. Early in 1942 the Lanka Sama 
Swmnaj was declared (o be an illegal organisation and eighteen more 
of its leading members were arrested. Simultaneously the United 
Socialist Party was illegalised and its members went underground, 
forming, on July 2, 1943, the Ceylon Communist Party. 

Laie in 1942, Perera, de Silva and the Gunawardenes escaped 
from the prison in Ceylon where they were held and made their 
way to India. Six months later they were rearrested in Bombay, 
but during their stay in India they had succeeded in creating a 
body known as the Bolshevik-Leninist Party of India. 
porated various other small groups which differed from the 
Communist line, such as the Revolutionary Socialist 
League of Bengal, the Bolshevik-Leninist Party of the United 
Provinces, and the Bolshevik-Mazdur Party of. Bombay, all of 
which now becdme sections of the Bolshevik-Leninist Party of 
India, The Lanka Sama Samaj was henceforth to be the Ceylon 
secuon. They also launched what is now the mest active of the 
Indian sections, the Madras-Madura section, under a forceful 
leader called Anthony Pillai, who last summer organised. the big 
strikes at the Buckingham and Carnatic Mills at Madras. 
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Ir was during this brief period of hberty in 1942 and 1943 tha 
differences began to make themselves felt among the leaden 
After their final release in 1945, when all politcal parties in Ceylgy 
were legalised again, these differences became more acute and lq 
to a split. While de Silva and Leslie Gunawardene remained wig 


the Bolshevik-Leninist Party, Perera and Philip Gunawardem 


re-formed the Lanka Sama Samay. According to the leadey 
themselves, their main differences were organisational, centerigg 


round the applicanon of “ democratic 
obvious that to 


iwo 


centralism,” but 
a large extent it was a clash of personalities. Th 
together for a few weeks last year, but the 
alzance did not last, although they agreed to put up a joint hig 
% candidates for the elections and they did not run rival candi. 
dates lor the same constituencies. 
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hese orthodox Communists are strong chiefly in the 


south 


western coastal belt. The president of the party is Dr Wickre 
masinghe, but the two most influential leaders today are Petes 
Keuneman and A, Vaidialingam. Keuneman is a young Eurasiag 
of Dutch descent, son of a High Court judge, who was president 
of the Cambridge Union in 1938. He is secretary of the party and 


leader of the Communist parliamentary group. Vaidialingam % 
a Tamil who is general secretary of the Ceylon Trades Unioa 
Federation. The party’s programme follows orthodox lines 
Currently it is demanding that all British forces should be with- 
drawn from Ceylon, that Trincomalee and the British air bases 
should be handed back to Ceylon and that all British property 
(estates, factories, banks, etc.) should be nationalised. 


Three Marxist Parties 

The extent to which these three Marxist parties will increase 
their influence during the next few years will depend on the 
success or failure of the right-wing parties, who at present hold a 
majority in the legislature, to meet the demands of the people for 
a higher standard of living. The economic outlook is not 4 
cheertul one. Like Malaya, Ceylon produces less than half of its 
food requirements. Like Malaya, it has far too many eggs in one 
basket, the island being heavily dependent on three plantation 
products, rubber, tea and coconuts. Ceylon has large sterling 
balances, but they are not freely convertible into dollars, and 
America at present is the only country able to provide the capital 
equipment necessary to industrialise the island and increase agri- 
cultural production to the point of self-sufficiency. If the next 
few years are a period of economic stringency—and there is every 
prospect of their being so—the Marxist parties are certain to 
increase in strength, although he would be a rash prophet whe 
would predict whether it will be Trotsky’s, Lenin’s or Stalin's 
statue which has most chance of one day crowning Mount Lavinia. 
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British Transport Stock 


YO, after months of speculation on what one Chancellor and 
then his successor might do, all doubts about the new British 
Transport Stock are resolved. It is, according to common sur- 
mise, a 3 per cent stock ; it is repayable optionally in 1978 
and finally in 1988 ; and it is issued at par. There is no choice 
between a 2} per cent “short” and a 3 per cent “long” of 
There is no fancy 
business or face-saving device to make a 3 per cent stock look 
hke something different. The Treasury has wisely eschewed 
an issue at a premium or a discount—a move which could only 
have produced Bedlam on the Stock Exchange and no advantage 
for anyone else. It is a straightforward issue of a type which 
is the more refreshing because in the last year or two it had 
become unfamiliar. 

For this relief, there will be much thanks. Yet there will be 
many who will regard the terms as being rather cheeseparing. 
The Treasury has not been unfair, but it has made the most of 
the steadfast character of 3 per cent Savings Bonds 1965-75 
during a period when the gilt-edged market as a whole was fall- 
ing. If it has erred at all, it has erred to its own advantage, 
by choosing a stock which is ten years longer than most investors 
would have expected. Sir Stafford Cripps, puritan rather 
magician, may have had nothing up his sleeve, but he has 
certainly not been open-handed. Yet even the austerity of a 
3 per cent stock with a maximum life of forty years is an im- 
provement on per cent. Indeed, the legerde- 
main and professional patter of his predecessor exercised their 
spell until the terms were announced. How, otherwise, is it 
possible to explain the persistence of wide discounts on the rail- 
way stocks, compared with their take-over prices, ranging up to 
8 per cent only a week or two ago ? Many holders were frankly 
fearful that the authorities might attempt even at the last hour to 
“ pull a fast one.” 

That the Treasury has done no such thing is something in 
favour of the new Transport Stock. For there is not the slightest 
doubt that if the authorities had sought to dictate artificial terms 
for example, a ten-year stock at 2} per cent) or if they had 
indulged in noticeable market preparation during the last days 
of 1947 (they might, for instance, have groomed 3 per cent. 
Redemption Stock 1986-96 to their fancy at very little cost) 
many railway stockholders would have been quick to get rid of 
their stock as soon as dealings began on Friday. In fact, the 
authorities have done little more than give stabilising support 
to 3 per cent Savings Bonds 1965-75 and the Redempuon 3’s, 
not with the object of promoting an artificial basis, but of keep- 
ing this pair of long-dated stocks on an even keel while the 
exchange of stocks was being arranged. Transport Stock neatly 
straddles the gap between these two stocks. Three per cent 
Savings Bonds, 1965-75, stood on New Year’s Day at 1014, 
including £1 2s. 6d. of accrued interest, or 1004 “clean.” Three 
per cent Redemption Stock stood at 100, including 15s. accrued 
interest or 994 “clean,” with a maximum life 21 years longer 
than Savings 3’s. The new stock fits reasonably well into this 
context ; its life is longer than had been expected, but no one 
can complain that its terms are forced or artificial. 

By the time this article is read, dealings in Transport Stock 
will have been preceeding for some hours. With a stock priced 
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so closely as this, a fair amount of selling is only to be expected, 
though it should be kept within reasonable bounds by the realisa- 
tion that it is, after all, a 3 per cent issue. Many intending 
sellers of the new stock were unwilling to wait for January 2nd 
and have been busy this week reinvesting in equities at ever- 
rising prices. Their impatience may partly explain the persist- 
ence of the high rate of discount on the railway stocks, for 
although institutional investors have provided plenty of support, 
selling has continued in such volume that railway stocks con- 
tinued right to the last to provide a cheap backdoor to the gilt- 
edged market. But the discount, though it narrowed somewhat 
in the middie of the week, was also an expression of distrust 
about the prospective market value of Transport Stock on 
January 2nd. In its crudest form, this amounted to a suspicion 
that the authorities would take good care to make the stock 
conform to their own wishes on January 1st, and would then be 
ready to let it go hang on January 2nd. 

That, at any rate, seems unlikely to happen, even granted the 
fact that Transport Stock has a longer life than some investors 
will welcome. But it remains true that £1,000 million of quasi 
gilt-edged stock is a large block to absorb, even if the majority 
of holders of railway stocks are prepared to hold the new stock. 
Some selling is inescapable, even though it may be relatively 
modest in volume. Trustees and institutional investors who 
must have income will try to make do with 3 per cent, though 
they would probably have rejected 2} per cent. But while there 
Was NO reason to expect a devastating flood of sales on Friday. 
the fact that the life of the stock had been pitched as long as 
forty years caused a last-minute revision of ideas about the 
opening price. As this article went to press, it was suggested 
that Transport Stock would open no better than 974, and some 
observers were thinking in terms of 96). The consequences 
for gilt-edged, if such prices are recorded in the opening deal- 
ings, will be obvious. In particular, Savings 3’s and Redemp- 
tion 3°s will fall by a point or more. But it does not follow in- 
evitably that the opening discount will be on this scale. Would 
the authorities, if they saw the possibility of a heavy opening 
discount and wide jobbers’ margins of the “ uncommercial ” 
kind, fee] disposed to lend a supporting hand ? For a stock of 
this size, the selling of {50 or even £75 million of stock should 
not prove an impossible temporary burden, until firm buyers ap- 
peared. It must be remembered that a yield of {3 3s. per cent on 
a 40-year stock may have its attractions for institutional holders. 

Hence, it would not be surprising, even if there were some 
initial disturbance of the market—inseparable from an issue of 
this size, though encouraged by its niggardly terms—to find that 
it will not be long before the “ longs ” and Transport Stock are 
on speaking terms. But it is likely that gilt-edged will have-te 
unbend, and that Transport Stock will for the time being play 
the part of the poor relation. The Treasury have pitched the 
terms as high as they could justify by reference to the long-dated 
issues. By doing so, they have run the risk of upsetting the 
gilt-edged market more severely than would have happened had 
they been rather more generous. 

There will be lamentations in some quarters that Mr Dalton’s 
prophetic 2} per cent for Transport Stock did not come to pass. 
A 3 per cent stock means that the annual capital cost of the rail- 
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ways and London Transport will be reduced from the £43 million 
hitherto paid under the wartime agreement to approximately £31 
million, compared with £254 million if the stock had carried 
2! per cent. An annual cost of £§ million for forty years is a 
small price to pay for an honest and reasonable exchange. (A 
final tribute to the belated wisdom of maintaining the guarantee 
for London Transport 3 per cent stock, 1967-72, is also merited.) 
The margin of £12 million left to the Transport Commission 
(which takes over a rates structure which is supposed to be 
approximately geared to the earning of £43 million) will provide 
a useful cushion against further increases in operating costs or 
any reduction in the volume of traffic. 

The opening dealings in Transport Stock will have an 
important bearing both on gilt-edged prices and also on the 
boom in equities. But the consequences of the issue of Transport 
Stock upon the general level of equity prices are more difficult 
to determine. For several months past, the market has been 
discussing the operation on the assumption that January 2nd 
would see heavy selling of the new stock, and of other gilt- 
edged issues, and heavy buying of ordinary shares. The time- 
table, however, has not worked out quite in this way. Between 
June 20th and September 3rd, the Financial Times index of 
industrial ordinary shares (July 1, 1935 = 100) fell from 137.1 
to 104.2. There were many who doubted whether, even at the 
September level, ordinary share prices adequately discounted 
the consequences of the economic crisis which burst upon the 
public consciousness late in August. But the market has dis- 
regarded such fears. After momentary hesitation in October, 
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equities again forged ahead until, on the last day, of the Ok 
Year, the index had reached 129.0. Recovery on this scale owe 
a good deal to the embarrassing shortage of stock in the ma 
and it certainly makes the most of the prospects of Marshall 
aid and of the recent increase in industrial production. 


But it has to be asked whether, in the artificial markets g 


today, the present level of industrial shares is not itself g ~ 
artificial as the rest. The yield differential between equities ang ~ 


long-dated gilt-edged stocks is little more than one per cent— 
it would thus take two years’ income to offset the cost of the 
2 per cent Stamp Duty on industrials. At no time during the 
past two years (save at the height of the boom at the end @ 
1946) has the margin between gilt-edged and equity yields 
been so low. But in 1946 the argument in favour of equities 
was that a great expansion of distributable carnings would 


follow the withdrawal of EPT and the end of postwar recom 7 


version. What is the argument today ? Can it be supposed 
that investors have heard the last of the profits tax? Are no 
difficulties to be anticipated in export markets in 1948? Is 
the prospect of Marshall aid so secure both in its timing and 
its amount ? Can the rise in British industrial costs be regarded 
with equanimity ? Some of these questions have obviously 
been obscured by the exodus of funds from home rails into 
equities. In a normal market, they would have been more prom 
nent ; in a closed market, where the supply of industrial secur} 
ties is more or less fixed, the pressure of money is all-compelling, 
That fact ought to throw some doubt on the lighthearted boom 
in equities which has been seen in recent weeks. 


The Coal Board’s Task 


Y stretching the statistical year to 53 weeks, coal output 

for 1947 will fall very little short of the production target 
of 200 million tons, proclaimed in the Economic Survey 
last February as “an indispensable minimum.” But even 
by taking a §2-week year, the achievement of the mining 
industry has been far more favourable than there was any right 
to expect from the summer output, which showed a bare increase 
of 14 million tons. In 52 weeks, total output has reached 
196.6 million tons (of which 186.4 million tons is deep-mined 
and 10.2 million tons opencast) compared with 188.6 million 
tons for the corresponding weeks of 1946 (179.8 million tons 
deep-mined and 8.8 million tons opencast). Output has not 
scored a bull’s-eye ; but at least it qualifies for an “ inner.” 

There is a disposition in some quarters to think that the coal 
problem has been solved by the efforts of the National Coal 
Board in its first year. It is doubtful if the Board shares this 
optimism. The chairman has observed that “ with 1947 behind 
us, we can say that we have begun to turn the corner.” 
Improvement in manpower, reduced absenteeism, increased 
output per manshift and, at long last, the resumption of 
coal exports on a modest but growing scale—all these provide 
ground for relief and thankfulness. But full-blown optimism 
would have to disregard some other cautionary signs like trans- 
port difficulties, shortage of equipment, and the advent of 
“bear” weeks in the New Year, with their aftermath of holidays, 
bad weather, illness and absenteeism. The test of the miners’ 
capacity for sustained effort will come in the difficult weeks 
which lie ahead. 

Nevertheless, the improvement in output has occurred during 
the first year’s operations of the Coal Board—a body which 
few observers envied this time last year. How much credit does 
the Board deserve? It is obvious that output would not have 
recovered without the improved industrial relations, the increase 





m recruitment and the extension of mechanisation which 
followed the transfer to public ownership. At the same time, 
the Board owes a good deal to private ownership for the efficiency 
of such pits as Comrie, and for new projects, such as the new 
sinkings at Rothes and Calverton. Its declared policy is to 
continue and extend schemes of this sort and to raise the general 
standard of efficiency in the industry. Even its harshest critics 
will admit that the Board has a sound technical blueprint for 
reconstruction in the Reid report, though it is doubtful whether 
it has had a chance to do much thinking about long-term de- 
velopment. In any event, shortages of manpower and materials 
stand in its way at present. 

The main problem of the Board in working out its production 
programme is to strike the right balance between the urgent 
needs of the present and the best shape for long-term develop- 
ment. It has to decide how far it can concentrate on schemes 
which yield quick results in increased output, without running 
the risk of doing too little development work for the future. 
To some extent, the manpower required for necessary and 
overdue development projects can only be provided at the 
expense of immediate output. The Board is faced with precisely 
the same dilemma which confronted the official planners when 
they drew up the programme of capital cuts for 1948. It is 
trying—let us hope successfully—to pursue a middle course, 
so that its programme for 1948 can recognise the urgent demand 
for immediate output, and at the same time foster the advance 
of long-term projects on which future efficiency depends. The 
Board is concentrating in 1948 on measures for improving 
mechanisation, the marketing and preparation of coal, and 
increasing the industry’s manpower. The prospective increase 
in the installation of coal cutters and conveyors in 1948 shows 
a useful expansion. Radical improvements in underground 
haulage—the weakest feature of British mining—will have to 
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-await the completion of major reconstruction schemes, but the 


Board intends in the meantime to bring in 1§5 new locomotives, 
compared with 28 in 1946 and 77 in 1947. . The experimental 
introduction of fluorescent lighting at Chislet in Kent has been so 


: » successful that it is to be extended to other collieries. The 
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© development of drift mining from shallow seams, which has only 
"become possible with the abolition of artificial colliery bound- 
_ aries, should.yield results fairly quickly. In all, 50 or 60 projects 
‘for drift mining are on foot, and they should eventually add 


about 4 million tons a year to output. Output per manshift at 
some Scottish drift mines is three times the national average. 

The Board has set itself the very ambitious manpower target 
for 1948 of 750,000 men. Since the 1947 target of 730,000 
men was missed by 11,000, a figure of 750,000 for 1948 seems 
impossibly high. But there should be some compensations. 
The abnormal wastage of labour through the withdrawal of 
“Bevin boys” will not recur, and the labour force should 
become more stable and rather more balanced in its age com- 
position, though the average age of the miners will still be 
high. During 1947, 90.000 men entered the industry (compared 
with 76,000 in 1946 and 48,000 in 1945) and there was a net 
increase in the labour force of 26,000. Now that the miners 
have withdrawn their objections to the employment of foreign 
labour, the absorption of Poles and Displaced Persons should 
be more rapid, despite the difficulties of training and housing. 
The main object now should be to increase the low proportion 
of productive to non-productive workers, which is only 25 per 
cent compared with 70 per cent in the United States—a margin 
too wide to be explained by differences in technical conditions. 

In its plans for increasing production, the Board may come 
up against real conflict between the interests of production and 
labour. This conflict was typified in the controversy over the 
five-day week, which was pushed through by Mr Shinwell 
against the advice of the Board’s advisers on production. 
Subsequent events have shown that the experts’ views were 
right ; after many weeks of low output in the summer, the pro- 
duction figures were only rescued by the overtime agreement, 
and this expires at the end of April. Other difficulties may 
arise in the concentration of production at the most efficient 
pits. Concentration has not been pressed to the fullest extent, 
because of lack of housing and of suitable employment for 
miners’ wives and daughters. Such physical and social factors 
may impede the transfer of labour from the dying Lanarkshire 
coalfield to the richer coalfields of East Fife, which is not in the 
Development area. The Scottish plans to raise output from 
6} million tons in 1946 to 12 million tons by 1956 rest on the 
solution of this problem of distribution of manpower. 

The main criticism of the Board, heard both inside and 
outside mining areas, is that its administration is over-centralised. 
Many mining managers complain that the chief consequence of 


nationalisation is an increase in their paper work, that discipline 
has been weakened, and speed of decision slowed down by 
reference to divisional headquarters or to London. The dangers 
are recognised by Lord Hyndley’s assurance that decentralisation 
will be pushed to the limit, compatible with safety. In theory, 
at any rate, so long as they conform to national policy, which 
must be laid down centrally, individual divisions and areas are 
given considerable responsibility and financial autonomy. For 
example, each division has been given the task of preparing 
reconstruction programmes, which will be collated, but not 
directed, by the planning authorities at headquarters. But there 
are risks as well as advantages in decentralisation. It is doubtful 
whether the Board should leave effective decisions on the crucial 
question of reconstruction to the separate divisions. Local enter- 
prise is admirable, but local ambition could produce too much 
coal at the wrong places. Only the Board can decide, from its 
knowledge of divisional costs and its estimates of prospective 
demand, which the right places are. 


Reforms, necessary though they may be, have to be paid 
for. Already the price of coal has been twice mcreased since 
nationalisation, through concessions on hours and wages, making 
an average increase of 26s. a ton since 1939. The Board has 
denied that its decision to increase the price of export coal by 
25s. a ton will deter foreign purchasers. This may be true in 
the present coal-hungry sellers’ market, but sooner or later, 
British coal will have to face competition from the Ruhr and 
Polish production, while British industry, whose costs are directly 
affected by coal prices, will have to compete in a buyers’ market 
with other countries whose coal costs less. The Coal Board 
is entitled to its modest fanfare to celebrate increased producticn. 
But its reticence about costs and prices is remarkable. There 
is no indication that drastic measures are planned to attack 
rising costs. The review of coal prices and the reclassification 
of supplies which it has promised may restore some sense to the 
coal market, but they will not necessarily mean lower prices. 
In particular, the problem of a uniform national price for a given 
quality, which masks differences of production costs in different 
regions and has a direct bearing on industrial location, will have 
to be seriously tackled. 


Hopes that rising costs will be offset by rising productivity 
have yet to materialise. Since the Board’s report omits any 
reference to policy regarding prices and costs, it must be 
regarded merely as an interim statement, The financial! report 
cannot be expected before the spring, and is not likely to make 
cheerful reading. It will not be long before “Coal at any 
price” gives way to the more normal slogan of “Coal at the 
right price.” In the long run the Board will be judged as much 
by its price policy as by its achievements in production. Its 
major task over the years is to provide enough good and cheap 
coal. And 1948 will be none too early to get down to it. 
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Business Notes =. 


Auglo-Soviet Agreement 


The trade and financial agreement between Great Britain and 
the Soviet Union which was signed in Moscow on Saturday of 
last week is the cul:nination of many months of hard bargaining. 
The previous round in these negotiations ended in deadlock last 
July when the revision of the 1941 credit agreement brought 
discussions to a stop. The credit negotiated in 1941 was to 
finance exports of civilian supplies to Russia estimated at some 
£100 million and covering a long programme of shipments. The 
rate of interest was fixed at 3 per cent and the arrangements stipu- 
lated that go per cent of each shipment should be paid for in cash 
and the remaining 60 per cent repaid over seven-year periods. 
The rate of interest was reduced to 2 per cent in 1946. The 
negotiations last summer for a further revision of the terms had 
led to agreement on the following points: a reduction of the rate 
of interest to } per cent; the waiving of the 40 per cent cash 
payments ; the whole of the sums due for shipments under the 
uncompleted part of the programme to be covered by the credit ; 
and some extension of the period of repayment. 

Only on the last point was there any difference between the 
two sides last July. The Russians wanted the whole of the 
outstanding debt and one-half of the new credits to be repaid 
over twelve instead of seven years. Britain’s “final” offer 
was to extend the period of repayment on 60 per cent of the 
advances, both old and new. On that comparatively small 
margin the negotiations were broken off. The Russians 
then proceeded to an act of partial default and paid only 
£1,200,000 of the £2,400,000 instalment due on the credit 
on August Ist’ The confidence symbolised by this decision has 
proved justified and the agreement signed a week ago concedes 
to the Russians all the demands they made last summer. It makes 
the reduction to $ per ceat in the rate of interest retrospective 
to May 1, 1947. It applies the longer period of repayment to the 
whole of the old and new advances and to 50 per cent of those 
yet to be made. It creates a period of three years during which 
no capital repayments at all will be made. On the financial front, 
therefore, the British negotiators retreated all along the line. Was 
the retreat strategically and tactically sound and justified by the 
advantages gained on the trade front ? 


* * * 


What Price Coarse Grain ? 


Full details of. the trade agreement will not be available till 
next week when it will be published as a White Paper. Judgment 
on final details must therefore be reserved. But sufficient informa- 
tion has been made public to justify several questions about the 
true value of the treaty. The only tangible advantage accruing 
to Britain will be 750,000 metric tons of coarse grain—and even 
this total may be cut by 200,000 tons if the Russian purchasing 
mission cannot place orders on terms satisfactory to itself. The 
“agreed prices” are stated to be “not unreasonable in relation 
to present world prices ”—which may mean that they are below, 
but not much below, current American prices. The actual figures 
have not been disclosed but the total bill is believed to be in the 
region of {15 million. The carrying trade is to be divided 
between British and Russian ships—this is certainly a step forward 
—and delivery will be effected between February 1st and 
September 3oth. 

The British feeding-stuff position is known to be precarious ; 
stocks are thought to be sufficient to meet the increased rations 
only during the current winter period. The Russian grain 
will be valuable to assist the start of the projected expansion in 
British livestock products. Britain’s consumption of feed maize 
during the six summer months of 1947 totalled 105,000 tons and 
of feed barley 180,000 tons. The Russian supplies, which 
consist of 4§0,000 tons of barley, 200,000 tons of maize and 
100,000 tons Of oats, will cover increased rations to farmers 
during the summer period, and provide a useful stock for the 
following winter. 

The Russians have of course insisted on an escape clause. If 
by May 31st the Soviet authorities have not succeeded in placing 
more than half their projected orders for British equipment, they 
have the right to withhold the iast 200,000 tons of grain. To 
balance the grain shipments, Russia is to purchase from Britain 
25,000 tons of light rails—1o,o00 tons are expected to come from 
new production and the rest from Government stocks—and a 
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large range of British-made machinery and equipment. Most ¢ 

this is for timber cutting and processing and includes On 
gauge locomotives, ‘flat-cars, excavators, caterpillar crafies ‘ag * gynre 

similar equipment. The British Government has also undertake, - 
to facilitate Soviet purchases of certain raw materials— ; | 
rubber, aluminium, cocoa beans and coffee. No details of or 
“ facilities” have been disclosed. What help can the Brij om 
Government give in those commodities sold on a free » ment 
other than new credit facilities ? Or is the free operation g¢ 7 e*P° 
market forces to be interfered with ? Is Russia to be given pgp pee 
ference before other countries either for raw materials edi 
machinery, even though these other purchasers may have pl ep tov 
orders many months previously and would pay in hard currencieg} © ~ 
. * * t cad 
Securr 
Recovery Corner  Bsclos 
Government, people and the Stock Exchange have respo ala 
warmly to the signs of increased output during the closing val Brit 
of 1947. It is difficult to avoid the two extremes of buoyant f 


optimism (over coal, particularly) or of gloomy reminders that @ the 


output began to increase only in the autumn, when the count pss 
had been brought to the brink of disaster. Perhaps the i plas 
which accompan‘es this Note will provide a sharper perspective ren 
for these two violently opposed points of view. It compares the I 
weekly or monthly rate of production in six industries for 1946, for “3 °*! 
January to August, 1947, and for subsequent months with the pre 2b? 
war rate-—1937 in each case, except in radios (1935) and cars (1938), 0 
The rate of coal output was within reach of the 1937 rate by the = sof 
end of November. Since September steel production has been 9 D* 
running well over the 1937 rate. Rayon has achieved a massive @ of 
improvement, thanks largely to the new capacity which was je C! 


installed in 1938 and 1939, but which never had a chante | 
to show its paces during the war. The production of radio sets 

has forged ahead ; this is one of the fortunate industries which had 
a relatively small problem of postwar reconversion. Passenger 
cars were showing an encouraging recovery in October, on the 
eve of the industry’s negotiations with the Ministry of Supply — 
on the standardisation of types and the 1948 steel allocation. The — = ‘¢ 







black spot was cotton yarn, where expansion is still urgently le 
required to increase exports and maintain the coupon ration im b 


the home market. ir 






VOLUME OF PRODUCTION COMPARED WITH PRE-WAR 
BASED ON WEEKLY AVERAGES 


20 +30 140 
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® BASED ON MONTHLY 
AVERAGES 
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This chart does not tell the whole story, of course. Laté 
November and early December have recorded further: increases 
in production. .In the first three weeks of December coal pro- 
duction averaged 4,353,700 tons a week—still short of the 1937 
average, but higher than the 1938 figure. Steel production in the 
first two weeks of December was running at an annual rate of 143 
million tons, the highest ever recorded for those weeks. Such 
results are welcome. But this burst of activity in particular 
industries has been accompanied by some running down of stocks 
and by rising costs due to overtime working. Some of the more 
sluggish industrial groups—building, for instance—have been 
omitted. And no correction has been made for a higher working 
population compared with prewar years. But signs of expansion 
are there, and it would be captious to ignore or belittle them, The 
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ogan-makers may assert that the “ battle of production” is being 
on. A wiser judgment, perhaps, would be content to assert that 
prward positions are being consolidated, especially in coal and 
eel, as a preliminary to the real attack. 


+ * * 
Wnrequited Exports 


There have been signs lately, in letters to the press and other 
ormal discussions, that a movement is growing, especially 
ong econom‘sts, with the object of impressing upon the Govern- 
nent the need to reduce the -volume of Britain’s “ unrequited ” 
xports—that is to say, exports which are not compensated bi- 
~itecrally by imports and, in consequence, have to be sold on 

tredit. As is well known, the Government’s crisis programme 
Provides, on paper, for the restoration of equilibrium in Britain’s 
‘Blobal- balance of payments by the end of this year. But most 
informed observers were shocked to learn, from Sir Stafford Cripps 
st October, that the problem of the deficit in terms of hard 
currency was officially regarded as insoluble. It was then dis- 
) closed that, although the programme provided for an overall 
vCal "balance, the authorities were working on the assumption that 
& Weeks 


2 


Britain’s dollar deficit could not be reduced below an annual rate 





buoyam | ef about £250 million—a gap which would remain even if all 
rs sthe other planned objectives were attained. The corollary of these 
countr assumptions was, of course, that the Government was deliberately 
e cha planning to build up a corresponding surplus with the soft cur- 
SPective rency areas. 

res the In other words, although resources can be released for additional 
946, for “Secxport effort only at the cost of extreme austerity and by the 
he pre. “@eeabandonment of many important capital investment projects at 
(1938), home, Britain is planning to lend or to repay indebtedness to 
by the “@esoft currency countries to the tune of no less than £250 million. 
s been 99) During 1948, indeed, if the export targets are attained, the volume 
nassive “= of unrequited exports will be even larger than this. Sir Stafford 
h was “2 Cripps in his speech on the eve of the holiday declared that 
change © “there is still within this total balance a deficit with the Western 
lio sets Hemisphere of nearly £300 million sterling which, of course, 
ch had cannot be set off against our surplus from the other areas.” In 
Senger reply to a question, the Chancellor said that this deficit related 
on the to the sterling area as a whole, but it is understood that this 
Supply =| statement was incorrect, and that, in fact, the whole £300 million 
. The | related to the United Kingdom alone. In other words, an equiva- 
‘gently lent amount of British exports to non-dollar areas is expected to 
ion in be paid for simply by drafts on “old” sterling balances or in 


inconvertible currencies. 


Directional Control ? 


Obviously, in present circumstances, Britain’s economy cannot 
be expected unaided to meet so huge a strain as this. But the 
more academic among the Government’s critics on this issue are 
in danger of adopting too doctrinaire an attitude. In the first 
place, they assume that the export targets will be achieved, whereas 
what is likely to happen in fact is that the pressure upon the 
> domestic economy will be so great that total exports will remain 
‘far below the planned levels, and it will then become imperative 
to impose increasingly stringent controls over the directions in 
which they are sold. Secondly, at least the more extreme of 
these critics contend that a determined attack on the problem 
requires a rigid blocking of all “old” sterling balances. This, 
surely, is a most unrealistic attitude. It ignores not only Britain’s 
moral obligations as traditional banker to the sterling area, but 
also the crucial fact that the needs of the importing countries are 
extremely pressing—even by the standards of British austerity. 
To deny India, for example, any access to past sterling balances 
would be an act of utter brutality as well as political unwisdom. 

In such cases as this, a considerable volume of unrequited 
exports is inevitable. In other cases, where the needs are less 
pressing, British policy should be directed towards minimising 
the “ wastage” of export resources, although the theoretical ideal 
of a minutely discriminating control is obviously administratively 
impracticable. Indeed, because of the danger of cseating intoler- 
able administrative frictions, even this objective should not be 
pursued too vigorously. Fortunately, this is one of the few 
directions in which it would be reasonable to allow policy to be 
shaped by the prospect of Marshall aid. If Britain can thereby 
finance her prospective dollar deficit, it would be better, within 
limits, to use the resources to sustain unrequited exports than to 
relax domestic austerities, for by this means the way would be 
prepared for an eventual balancing of trade, multilaterally, at the 
| optimum level. By the alternative route, the eventual volume 
| of trade would almost certainly be at a lower level, and the 
| progress towards equilibrium would be slower. 
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Britain’s Payments Agreements 


Two short-term payments agreements, those with India and 
Egypt, expired at the end of the year before fresh agreements had 
been negotiated to take their place. The discussions with Egypt 
have been proceeding for some time in Cairo and were interrupted 
this week to be resumed next Monday. The main point at issue 
is the hard currency quota which is to be allowed to Egypt in 
whatever period is covered by the new agreement. If there have 
been any approaches for Egypt to rejoin the sterling area, they 
have undoubtedly come from Egypt itself and not from Britain. 
In the prevailing circumstances it suits British reauirements far 
better to have Egypt outside the sterling area. A recent announce- 
ment by King Farouk gave the interesting. information that 
Egyptian sterling balances had been run down from their peak 
of £440 million reached in 1946 to £350 million, 

The discussions with India and Pakistan will begin in about a 
week’s time. A British mission, headed by Sir Jeremy Raisman, 
a former Finance Member of the Government of India, is leaving 
London this week to undertake -these negotiations. The talks 
with Pakistan and India will be held seyarately. In present cir- 
cumstances, the objective of the negotiations will inevitably be 
another short-term agreement. Under the existing agreement the 
two Dominions were given a hard currency quota equivalent to 
£35 million for 1947. All the evidence suggests that this quota, as 
well as part of a further £30 million provided in free sterling as 
a working balance, has been drawn in dollars. In the prevailing 
dollar famine considerable pressure will have to be brought to 
bear on both Dominions to economise to the fullest possible 
extent on their dollar expenditure. , 

The negotiations with Argentina have continued their languid 
course in Buenos Aires—with an “adjournment” from New 
Year’s Eve until Wednesday next—but have been punctuated over 
the past week by various unofficial or unauthorised “ leaks.” 
Some of these may be the result of no more than journalistic 
enterprise and imagination, while others may have been planted 
as part of the normal tactical manoeuvring. It was announced in 
the Argentine press on Monday that February 22nd next had 
been fixed as the date for taking over the British-owned Argen- 
tine railways. That rumour was officially denied by the Argentine 
Government the following day. A later report that the Argentine 
authorities had threatened to stop exports of meat to Britain unless 
they got assurances that they would be paid in convertible sterling 
was not denied in Buenos Aires but has been received with 
complete unconcern in official quarters in London. Argentina’s 
anxiety about the status of sterling which is now being accumu- 
lated may in part be explained by the fact that its sterling 
balances have by now risen to a level very close to the £150 million 
which it will ultimately need to pay for the railways. Argentina 
will want either convertibility or the fullest type of exchange 


guarantee for any sterling accumulated in excess of that figure. 
o . se 


The Banks in 1947 


The banks last year took a hard knock on their gilt- 
edged portfolios, but the year has brought some compensating 
influences which are less readily apparent. Most striking 
perhaps of the banking trends has been the pronounced slacken- 
ing in the rate of growth of deposits—it is only in the past two 


LoNDON CLEARING BANKS 
AVERAGE OF MONTHS 


£ mn. 

19. 1945 1946 1947 

(11 mths) 
only 
DAB ORIES 0 wets sche rditl <a ees 2,277 4,692 5,097 5,624 
INGE GODOGNG niin cpittinnn? men 2,217 4,551 4,932 0,443 
CRs Soo cas eee 241 492 523 471 
Monev Market Assets .........5. 431 394 757 1,163 
Gall money 3247. 3 Ee 151 206 300 447 
Pee. eta S a eA 280 188 457 716 
Treasury Deposit Receipts ...... Nil 1811 1,492. 1,310 
Investments and Advances ....... 1,613 1,924 2,233 2,471 
Terveetients (6 iF i5 co ee. cee 637 1,156 1,345 1,473 
AGventes 2207 eB oh 976 768 888 1,098 


months that the upward movement has been strongly resumed. 
Yet the average level of resources at the banks’ command during 
the year—and it is averages, not net changes, which matter from 
the earnings’ standpoint—has risen from £5,097 million for 1946 
to £5,624 million for the first eleven months of 1947. In net 


deposits the average has risen by no less than 10.4 per cent, 
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actually a bigger increase than that for 1946 compared with 1945. 
In other words, the banks have had for a full year the benefit of 
the huge creation of deposits which Mr Dalton engineered in 
1945-46—and of some additional deposits besides. The trend of 
investment holdings, moreover, shows a broadly similar pattern. 
Although the total portfolio has risen since end-1946 by only £73 
million (in contrast with £193 million during 1946), the average 
holding for the eleven months has been £128 millon (or nearly 
19 per cent) above the 1946 average. Even more noteworthy, 
from the point of view of earnings, has been the improvement in 
advances business. The expansion in outstanding advances this 
year has been £215 million, compared with £166 million during 
1946 ; but this year’s increase in the average level of advances, as 
the accompanying table shows, has been almost twice that for 
1946. Whereas previously the total had on only a few occasions 
touched £1,000 million, this year it has moved rapidly beyond 
that figure to nearly £1,200 million, and has averaged almost 
£1,100 million. 
. * . 


Bigger Gross Earnings 


Although the banks have extensive inner reserves from which 
to provide for investment depreciation (their immunity from 
EPT, largely attributable to the heavy but undisclosed capital 
profits realised during the base years, is incidentally a clue to 
the size of these reserves) they are likely to show a much 
livelier interest than usual in the level of the gilt-edged market 
on balance-sheet date. If only for that reason the fruits of last 
year’s big growth in the principal earning assets are unlikely to 
be discernible in the published profit statements. The gain in 
gross income, however, must have been substantial. Not only 
has there been this large increase in average deposits, but no less 
than 41 per cent of these additional resources has been employed 
in advances, and an additional 25 per cent in investments. The 
iverage ratio of advances to total deposits has thus risen from 
17.4 per cent during 1946 to 19.§ per cent, while the combined 
ratio for advances and investments has been 45.7 per cent, com- 
pared with 43.8 per cent for 1946. 

Investment depreciation and the continuing rise in costs are, 
of course, substantial adverse factors. But, these apart, the 
banks now have the best structure of assets from the point of 
view of current earnings that they have known since war finance 
first began to distort the traditional pattern. They are also 
finding in the miscellany of services to overseas trade a rapidly 
rising source of income. Some idea of this expansion can be 
gleaned from the movement of the omnibus item now so in- 
accurately described as “acceptances” (for actual acceptances 
form only a tiny proportion of the whole) which for nearly twelve 
months now has stood at the almost unprecedented level of well 
over £200 million, compared with less than {100 million when 
the war ended. 

* * * 


Retaliation in Jute 


The Government of India has replied to Pakistan’s imposition 
of an export duty on raw jute crossing its land frontier by levying 
i Similar export duty on raw jute and,on jute manufactures going 
from India to Pakistan. Measures are also being taken to ensure 
that adequate supplies of raw jute are kept within India. These 
measures have not yet been specified, but they may entail smaller 
export quotas of raw jute from Calcutta, or an increase in the sea- 
borne export duty, or a further expansion of jute production 
within the Dominion of India. The Indian Government’s action 
is clearly retaliatory, in an attempt to induce Pakistan to come to 
an “amicable settlement.” There are ample grounds for such a 
settlement and it is regrettable that one has not already been 
reached. 

Pakistan’s original move to levy an export duty undoubtedly 
had an eye on revenue needs—particularly the need for foreign 
exchange, which in the case of jute accrues in Calcutta. India 
had refused to pool and share the Customs revenue from jute 
exports during the first six months of partition, and Pakistan’s 
imposition of an export duty was an attempt to force agreement 
by using its only trump card, India showed a very generous 
lead in the recent financial negotiations, and it was no doubt 
expected that Pakistan would reciprecate over jute. But that 
reciprocity is evidently not forthcoming. The Dominion of India 
is increasing its jute acreage and hopes to double it within a few 
years, so that the Calcutta mills would no longer be dependent 
on Pakistan supplies. Meanwhile, the Indian mills can only be 
fed by Pakistan jute, but it becomes daily more difficult, for the 
Dominion of India to suggest a compromise, particularly one 
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which would involve the sharing with Pakistan of the Custogy 
revenue and foreign exchange earnings from jute. Re 

One consequence of the Pakistan export duty is a rise of £9 
a ton in all British prices for raw jute. The price for the Daisg: 
group has increased from £70 Ios. to £88 Ios. a ton, ex warehouse 
All jute yarns have advanced by nearly £19 a ton—or a litth 
over 2d. a Ib., but no new prices for jute cloth have yet beep 
specified. 
been below the Calcutta market quotations and the present rige 


not only allows for the new tax of £6 §s. a ton, but also bring 7 
the British price more into alignment with that in Calcutta, which | 
for the week ending December 2otlf was £92 a ton (Daisee 2/327 


good marks) for shipment c. and f. Dundee, , 


* * * 


Devaluation Talk in France 


The financial reform in France is making slow but steady 
progress. The anti-inflationary programme of M. Mayer suffered 
severe buffeting at the hands of the National Assembly, but most 
of the damage it suffered in the lower house has been made good 


by the Council of the Republic. The proposed special levy which 


had been considerably attenuated by the National Assembly has 
been brought back to the original design of M. Mayer. It will 
apply to all income over Frs. 450,000 (the National Assembly had 
raised the minimum to Frs. 750,000) and its incidence on the 
all important agricultural community will be broadened again so 
as to bring within its scope some 800,000 farmers, or double the 


The home issue price for raw jute has for some time” 





number proposed by the Assembly. While re-tightening the general : 


design of M. Mayer’s plan, the Council of the Republic has offered 
some constructive amendments, including a proposal to overhaul 
the management methods in the nationalised industries. The 
losses being incurred in the nationalised sector of the French 
economy represent one of the principal drains on the budget. 


The problem of the currency is still being discreetly avoided,” ‘ 


Evidence accumulates of the glaring and growing overvaluation 
of the French franc in the exchange market. The most eg 
symptoms are the continuing deficits of the French balance 
payments with other European countries. These have reached 
points at which France is being called upon to meet in gold any 
further debts to countries like Switzerland and Belgium, The 
French authorities, however, are convinced that the moment is 
far from propitious for an outright devaluation. Such a step, they 
argue, should only be taken when confidence has been restored 
in the currency ; otherwise it will only aggravate the very diffi- 
culties from which France is suffering. The justification for an 
overvalued currency is also pleaded on the ground of the inevitable 
need for substantial imports into France. At the same time the 
urgent need for getting French export prices and costs into line 
with those of competitive countries cannot be disregarded. There. 
are suggestions from Paris that the reconciliation between these 
clashing interests may be found by one of the various devices of 
underhand devaluation for which countries like Italy and Greece 
have recently set interesting precedents. Any such development, 
which would allow French exporters in a free market to sell either 
the whole or part of the proceeds of their sales abroad, would 
raise the question of France’s obligations to the International 
Monetary Fund. Unlike Italy, France has notified an agreed parity 
to the Fund and would, therefore, find it more difficult to justify 
a de facto devaluation, or “ devaluation the funny way” as it is 
now referred to in high quarters, 


* * * 


The Fund and the Lira 


On the occasion of the recent devaluation of the lira, the 
International Monetary Fund issued an interesting justification of 
Italy’s action. After pointing out that in common with eight other 
members, Italy has not agreed a par value for its currency with 
the Fund, the IMF statement describes the procedure under 
which Italian exporters now sell the proceeds of their foreign 


sales in the free market and then makes the following comment 
on the system: 


Arrangements which, in fact, result in fluctuating exchange rates 
are not in accord with the long-term objectives of the Fund. The 
Fund recognises, however, that in some cases members may be 
required, for temporary periods, to institute extraordinary measures 
im an attempt to meet particular difficulties. The Fund will look 
on such measures for temporary periods with sympathy. In the 
case of Italy, the Fund feels sure that the vernment is in 


agreement with the long-run purposes of the Fund and will, 
as sport as possible, move towards the establishment of fixed and 
stable exchange rates. The modifications in their exchange pro- 
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cedure instituted by the Italian Government bring the actual rate 
of exchange cf the lira to the dollar nearer to the equilibrium of 
the internal and external price levels. They thus encourage Italy's 
ability to export. They narrow the gap between effective buying 
and selling rates and eliminate previous discrimination among 
d.fferent classes of commodity imports and exports, , : 
O.her countries may be relied upon to take note of this special 
pleading which, with due adjustments could be made to fit many 
unilateral decisions to change effective rates of exchange. 


* * * 


Ups and Downs in Short Bonds 


The reports of the leading discount houses shortly to be 
published w.ll survey a difficult, not to say an anxious, year in 
Lombard Street. The market's turnover has certainly been the 
greatest in its history, thanks to the 1946-47 wave of capital ex- 
pansions which accompanied Mr Dalton’s cheap money drive. 
Bur at times in 1947 the market must have felt that the new 
capital which it was raising was destined to plunge it into losses 
instead of providing for yet another increase in its profits. Neces- 
sarily, in some instances, the bonds for the financing of which 
the mew issues were sanctioned must have been acquired near the 
top of the market; and at the year’s worst the securities of 
interest to Lombard Street stood between 3 and 6 per cent below 
their peak levels. Since then the short bond market has enjoyed 
a s.guificant recovery, and on balance the year’s depreciation on 
the relevant securities ranges from about 1 per cent for the shortest 
bonds to rather more than 34 per cent (on the 2} per cent National 
War Bonds 1952-54, whose life is rather longer than is appropriate 
for tae main bond business of the money market). 

For businesses which are highly geared and which work on 
narrow margins, even a depreciation of no more than I per cent 
represents a material loss. On the other hand, since the rise in 
bond yields has not been accompanied by any perceptible rise in 
the cost of the short money on which the bonds are financed, 
the slump in gilt-edged has brought an important Compensatory 
advantage to the market, whose running margins are now very 
comiortable- -even if the bond yields are calculated to the earliest 
redemption date. 

Partly tor this reason, it is hard to guess where the balance of 
gain and loss lies. Obviously, the experience of different members 
ot the market will vary w-dely, according to the extent of jobbing 
profits, the structure of the portfolio, and to whether the main 
expansion occurred early or late in the cheap money drive. At 
one extreme are the big houses, with ther tradition of con- 
servative accounting, which had been piling up large inner re- 
serves through the whole cycle of rising prices and large jobbing 
profits. At the other extreme are some of the smaller houses, 
which had only modest reserves and have expanded their port- 
folios very rapidly in the past two years. 

If, however, the effects of inner reserves and of income-tax 
complications are left out of account, a rough guide to the year’s 
experience can be obtained by comparing the year’s net deprecia- 
ton and financing costs with the gross yield on particular 
securities. For example, the year’s depreciation on 1} per cent 
Exchecer Bonds is 1\'s per cent and the average cost of bond 
money 1s about i per cent. Hence, in this case, the total “ cost” of 
running the bond through the year absorbs the whole of the gross 
interest return. On the 2} per cent National War Bonds, 1949-51, 
a similar computation shows a net profit margin of about | per 
cemt, but on the 1951-53 and 1952-54 issues there would be net 
losses of a littke more than I and 2 per cent respectively. 


* 


These examples demonstrate how important it is for the dis- 
count houses to keep their portfolios short. If a house had been 
so rash as to put half its portfolio into the 1952-54 issue (which 
none would dream of doing, because these bonds are too long to be 
acceptable to the authorities) it would have made a loss, on this 
account alone, equal to 8 per cent of its total capital resources 
(.mner reserves included)—assuming a satio of eight-to-one be- 
tween bond portfolios and capital resources. In fact, the market’s 
portfolios have become progressively shorter during this difficult 
year, and probably four-fifths of the total comprises the two 
shortest issues mentioned above, one of which shows a nil return 
and the other a modest surplus. This, on the same basis of calcula- 
tion and again taking an eight-to-one ratio, would roughly com- 
pensate the net losses on the longer bonds. 

It should be emphasised that these are purely theoretical cal- 
culations ; but they suffice to indicate the extent to which the 
market this year has had to depend for its profits upon its jobbing 
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margins and its shrewdness in dealing. These, however, should 


have ensured a fair surplus from bond business as a whole, without” 


taking account of the fact that many houses will have written down 


their portfolios substantially out o* the profits of previous years, 
and thus in effect will have augmented this year’s true profits by” 


drafts on inner reserves. 


* x * 


Foreign Bond Activity 


Michaelmas has been a season of good cheer in the foreign 
bond market. Following the pre-Christmas revival of interest 
in Japanese issues, this week has seen an advance in Chilean 
Government bonds and a sharp rise in the Peru National 6 per 
cent issue. On his return from Japan, after his visit as a member 
of a British parliamentary delegation, Mr William Teeling re- 
vealed that the Finance Minister of Japan informed him that there 
would be a full payment of all accrued interest on Japanese bonds 
following the signing of peace with the United States. Further- 
more, Mr Teeling had it confirmed by bankers and others that 
the rate of interest would not be the same as that paid at the 
outbreak of war, although the actual rate had not yet been decided, 
This disclosure in a letter to the press had been preceded by a 
revival in sentiment in this market on the view that United States 
assistance to Japan would possibly be extended as a result of the 
breakdown in the London conference of Foreign Ministers. The 
rise in prices of Japanese bonds that has ensued has been accen- 
tuated by a shortage of stock in the market and most of the issues 
have appreciated by around 20 per cent since the improvement 
began. 

The advance in Chilean bonds seems to have been engendered 
by the recent visit of Chilean SServCEsNnG representatives to 
London for conversations with the Council of Foreign Bond- 
holders, in order to revise the arrangements for the service of the 
debt. The market has taken seriously the suggestion that Chile 
intends to consolidate its debt but following the announcement 
that the interest payment on the bonds would be cut from 
£1 8s. 3.6a. per cent for 1946 to £1 os. 7.104d. for 1947, prices of 
all issues reacted sharply. In the case of the two outstanding 
sterling bond issues of Peru, the 6 per cent ‘bonds 
and the Provincial Council of Lima Municipal Loan 1911, 
an offer has been made by the Government of Peru to 
exchange ihem into new External Sinking Fund dollar bonds at 
the rate of $4 ~r-ncipal amount of new bonds for each £1 prin- 
cipal amount of sterling. The new bonds are redeemable on 
January 1, 1997, and carry interest at a progressive rate after 
1997 and 1998, for which years interest payments will be at the 
rate of I per cent, increasing to 3 per cent in 1953 and subsequent 
years. Prior to the announcement of this offer, the Peru National 
6 per cent issue rose from 20 to 27, but reacted to 25 on the dis- 
closure that the interest on the loan in the near future would be 
at a reduced rate. 


x * * 


Freight Rates Increased 


The sharp rise in freight rates for deep-sea tramps agreed by 
the Ministry of Transport for controlled voyages beginning on 
New Year’s Day has come as a surprise to many people who have 
examined the recent trading accounts of shipping companies with 
an envious eye. These are difficult, at first sight, to relate to the 
complaints of shipowners of increasing delays im ports, increasing 
operating costs and high costs of new. ships. But recently published 
accounts reflect, of course, the results of yoyages and trading com- 
pleted many months ago. Since then, freight rates have remained 
fairly steady while operating costs have been mounting progres- 
sively. The decision of the National Coal Board to raise the 
price of UK coal bunkers by some 25s. per ton, though it may 
be justified in an export context, is the latest example of in- 
creased costs which shipowners must face in 1948. 

The full schedule of revised freight rates has not yet been com- 
pleted, but preliminary figures given for some of the principal 
trades show that the Ministry considers an average rise of about 
7 or 8 per cent to be justified. Grain from the Plate, for example, 
is now rated at 86s. 6d. instead of 81s. and sugar from Cuba 
at 76s. instead of Jos. 6d. The rise in the cost of coal is partly 
offset for certain trades by the mere fact of its availability in 
United Kingdom ports. For a long-time coal-burning ships en- 
gaged on the Plate round have not been allowed to take on more 
than 500 tons—enough to steam as far as the Atlantic Islands, 
where they have been compelled to take on enough for the re- 
mainder of the round voyage at prices ranging from 123s, a ton 
at St. Vincent to about 147s. in the Plate. For the North Atlantic 
voyage ships have been able to coal in America for $10 to $12 
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a ton, but the necessity for coaling there for the round voyage has 
compelled them to exclude cargo and, therefore, to lose freight. 
The most serious effect of the increased coal costs will be felt by 
short-sea traders who have been accustomed to coaling at the 1947 
domestic prices, and many of these may prefer to buy inferior 
Polish coal at about §8s. a ton, if it becomes available, as it may. 
The heaviest increases in costs promised for 1948 will be borne 
by oil-burners, for the non-renewal of bunkering contracts means 
that ships will probably have to pay some 25s. extra per ton, 
and fuel costs form a large percentage of total outlays. But 
bunkering costs are by no means the only problems that 1948 
will bring. Port dues everywhere are being increased. Stevedoring 
and towage charges are higher. Pilotage rates in the United 
Kingdom rose by 60 per cent on January 1st. Turnround of ships 
is slow everywhere, not only in Britain, where the Ministry of 
Transport has had a working party examining the problem for 
some time. The port of Beira is a notorious example, and 
Australian and New Zealand ports are among the worst offenders. 
Even the cost of dunnage, bags or shifting boards for grain is 
reaching unprecedented heights ; in some ports even the materials 
are unobtainable, and full cargoes cannot be carried. The working 
details of ship management do not usually reach the public ear, 
largely owing to the traditional reticence of shipowners, But it is 
reasonable to assume that the Ministry’s advance jin schedule rates 
is not designed to shelter shipowners merely from high coal and 


oil costs. 
* * * 


Cotton Workers’ Wages 


This month, important groups of workers in the cotton 
spinning industry will get substantial improvements in wages, 
following an agreement reached just before Christmas. Opera- 
tive spinners and their assistants will get Ios. a week more, 
bringing the flat rate payment, over and above piece rates, to 
36s. a week. Juniors will get an increase of §s. a week. These 
increases, it has been emphasised, are an interim measure, pend- 
ing a final settlement on the Evershed proposals, which were 
made over two years ago. About 50,000 operatives in card, 
blowing and ring rooms will also get increases, following nego- 
tiations and investigations lasting more than a year. The agree- 
ment is highly complicated, but it can be said to represent a 
first step towards the rationalisation and simplification of the 
wages structure, as recommended by the Evershed committee. 
It should mean the operation of more looms per worker and the 
employment of men on machines hitherto reserved for women. 

Encouraged by the example of the spinners, the weaving section 
of the industry has decided to press for wage increases, though 
no amount has been specified. Their claim, which is being dis- 
cussed this week, will affect about 125,000 operatives. A separate 
committee is investigating the complicated wage structure in the 
weaving section, under the chairmanship of Mr Moelwyn Hughes, 
KC, but the unions are not apparently prepared to wait for its 
findings. 

It is too early yet to form any estimate about the additional 
cost to the wages bill of the increases granted and proposed. 
But obviously they must add considerably to the cost of produc- 
tion, and already the Master Spinners have asked for wider profit 
margins to meet the rising costs. These increases will lead to 
higher prices for cotton goods (thus enhancing the effect of the 
withdrawal of the subsidy on utility products) and will hamper 
the industry’s ability to compete in export markets—unless they 
evoke a substantial increase in the labour force and higher 
productivity. 
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Christmas Currency 


The Christmas Eve bank return became available only after 
last week’s issue of The Economist went to press, but the move- 
ment of the note circulation in the final week before the holiday 
conformed exactly to the forecast in these columns a fortnight ago. 
Once again the week’s net efflux of currency, at £5,300,000, was 
equivalent to only about one-half the corresponding movement 
in 1946. Thus the total note circulation at the Christmas peak, 
at £1,368.4 million, was £60 million below the record figure 
touched twelve months earlier. The total seasonal drain of cur- 
rency, measured from the low point reached in November, was 
only £27.9 million—by far the smallest figure since the second 
Christmas of the war. Indeed, if the expansion is expressed as 
a percentage of the total circulation—which is the rational method 
of comparing changes in seasonal demands—this year’s movement 
must be one of the smallest ever recorded. As the accompanying 
table shows, it is much smaller than any comparable movement 
during the past eighteen years. It is evident, too, that the special 
influences upon the note circulation are still operating at least 
as strongly as they were before the holiday. In the three and a 
half working days after Christmas, no less than £18.7 million of 
notes returned from circulation, in contrast with only £6.6 million 
in the similar period a year ago. 

CHRISTMAS CURRENCY DEMANDS 





| Pre-Xmas | Xmas 








Post-Xmas | Actual Seasonal 
“Low” | Peak “Low” Expansion 
i | 

| £ Million | £ Million | { Million | £ Million o 

1930-31 | 351-k | 379-7 | 4-2 | 28-6 8-1 
1931-32 | 354-4 370-0 44-9 4 15-6 4-4 
1932-33 387-8 371-2 356°3 | 13-4 3-8 
1933-34 367°5 392-0 364-7 24:5 6-7 
1934-35 376-9 405-2 3733 28-3 75 
1935-36 398-9 424-5 394-9 25+6 6-4 
1936-37 Ad | 4141 450-4 29-2 6-5 
1937-38 ~<a 480-4 | 509-3 473°2 28-9 6:0 
SOIR RR aso oap eben on | 476-1 504-7 471-9 28-6 6-0 
1939-40 | §27-0 554°6 522-8 27-6 5-3 
1940-41 592-7 616-9 598-4 24-2 4-1 
1941-42 706-7 751-7 748-6 45-0 6-4 
1942-43 } 870-0 923-4 908-1 53-4 6-2 
TODAS Gi cin tapin © Seat } 1,019-0 1,088-7 1,067-3 | 69-7 6-8 
RR Sok. don apace | 1,180-4 1,242-0 1215-7 | 61-6 5-2 
ROS6-46 5 55a. igs. ot | 1,524-6 1,379°9 1,322°6 55-3 4-2 
1946-47 1,363°4 1,428-2 1,364°5 64-8 4-8 
RORR Bas sh 5g sR tlalgicn 1,340°5 1,368°4 | ons | 2T°9 2-1 





The causes of this abnormal experience have already been suffi- 
ciently discussed in these columns. But despite this change in 
the trend of currency demands, the note circulation still shows a 
larger increase over its prewar level than is the case with bank 
deposits. By the last wartime Christmas the total note circulation 
was 144 per cent above its level at end-1938, whereas over the 
same period (taking November figures) net bank deposits showed 
an increase of only 95 per cent, Since then, however, the disparity 
between the two series has substantially narrowed. Since 1944 
the note circulation has expanded by no more than 10 per cent, 
whereas bank deposits have risen by 31 per cent, making the 
respective increases, by comparison with 1938, 169 per cent and 


1§§ per cent. 
a * . 


Nine Months’ Revenue 


The Revenue return for the third quarter of the financial year, 
which in normal times affords an important clue to the shape of 
the forthcoming Budget, is this time of little significance from this 
point of view. But it shows that the large “book” surplus for 
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which Mr Dalton budgeted last April is likely to be comfortably 
achieved. Even after the November Budget, the estimated increase 
in ordinary revenue for the full year was no more than £158 
million, yet already—in the first nine months—there has been 
an expansion of £329 million. Ordinary expenditure seems to be 
keeping close to estimate. The April Budget provided for a re- 
duction for the full year of £719 million, or 18.4 per cent ; in the 
first nine months there has been a decline of £517 million, or 
19.3 per cent. As the following table shows, the ordinary surplus 
for the nine months is equivalent to almost 80 per cent of that 
now estimated for the full year—although the principal tax- 
gathering season is only just opening. 


£ mn. 

Nine Months to Estimates for Full 

Dec. 31 Year 1947-48 

1946 1947 April Nov. 
Budget Budget 
Ordinary Revenue.... 2079-7 2409 +1. 3451-0 3499-0 
Ordinary Expenditare 2681-4 2164-1 3181-4 SI9L-4 
Surplus or Deficit .... —601-7 _ +235-0  +269-6 +307-9 


Unfortunately, virtually the whole of this surplus of £245 million 
is attributable to the expansion in nominal or non-recurring items 
of revenue. A very large proportion of the credits which Mr 
Dalton proposed to “ claw back” from unspent votes has already 
been brought into the account, and miscellaneous receipts show 
in expansion of no less than £167 million on the corresponding 
period of 1946. Surplus stores, which were expected to provide 
£60 million less in the full year, have already yielded £31 million 
more ; indeed the nine months’ yield, at £133 million, has actually 
surpassed the year’s estimate by £38 million. Among the main 
sources of revenue, the most striking performance has been that in 
customs receipts which, despite the cuts in imports, already show 
a gain of £133 million—f11 million more than was expected in the 
full year. Below-line expenditure has been heavy: EPT refunds, 
war damage payments and postwar credits have absorbed £283 
million, while £208 million has been provided for housing and 
loans to local authorities. 


* * * 


Rhodesian Tobacco Supplies 


Southern Rhodesia is planning an impressive expansion of its 
production of flue-cured tobacco—a timely gesture in view of 
Britain’s step on the purchase of American supplies. Yet the 
new target of 70 million Ib. a year compared with §5 million Ib. 
in 1946-47 is less than a quarter of Britain’s annual tobacco 
imports from America—approximately 300 million lb.—and not 
all of the Rhodesian crop will come to Britain. American tobacco 
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has already been included in the interim aid programmes for 
France, Italy and Austria and jt is conceivable that it might alse 
be included as an item of Marshall aid for Britain. Failing that, 
British tobacco manufacturers will have to rely almost entirely 
on Empire supplies, mainly from Southern Rhodesia. : , 

Rhodesian production has developed considerably since 1938, 
and in 1946/47 it was more than two and a half times the prewar 
level. The crop consists largely of flue-cured Virginian type, 


suitable for the British market, but Turkish production, although — 


still small, has also increased. Of the 55.8 million !b. of Virginiag 
tobacco produced this season, §5 million Ib, was flue-cured. The 
expansion in total exports has not been matched by any pro. 
portionate increase in shipments to the United Kingdom ; in fact 
these have shown remarkably little change. Before the war, 
Britain took 84 per cent of Rhodesia’s tobacco exports but in 
1946/47 only 51 per cent. The growers maintain that during the 
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war, there was always more tobacco of a type suitable for the 
British market availabie than United Kingdom merchants and 
manufacturers were prepared to buy. Britain’s purchases in the 
past have apparently been limited by blend specifications, and by 
the inclusion of American tobacco as a lend-lease item. 

A delegation from the Southern Rhodesian Tobacco Marketing 
Board has lately discussed the expansion of supplies with British 
tobacco manufacturers. Britain has agreed to buy two-thirds— 
or 47 million lb.—of the planned annual output of 70 million ib 
of flue-cured tobacco in suitable grades for the United Kingdom 
market over the next five years, compared with purchases in the 
current season of about 30 million lb. Consultations are to be 





SECURITY PRICES AND YIELDS 


A fuller list containing 370 securities appears weekly in the Records amd Statistics Supplement, Notes on the following company 


Prices Price, | Net | Gross 


| Price, ; ; 
} . Dec. | Yield, Yield, 
oer Name of Secarity | ce | “3t, | Dec. 31, ! Dec 31, 
N iggy | 1987 | 2987 1947 
High | Low aot Bere three 4 eye 
British Funds . 3.6. 16. eye 
103t + 2008 “Conversion 3%, March 2, 1998-53) 20D) 208 FF OS bey 
103% | 100% War Bonds 24% August 1, 1949-51. l0l& | 101& |0 12.0 113 2¢ 
102 % Exehequer Bonds 13% Feb.15, 1950 100# {, 1008. | 030 5/1 811 
105% W ws Bonds 25% March 1, 1951-53. 101 | 101f/1 05/2 5 3e 
105% | 97% War Bonds 2)% March 1, 1952-54. 100% 1003 | 1 6 1/210 6¢ 
108% 101» =War Loan 34% (after Dec. 1, 1952) 103 102% 1 3 $12 18 lle 
106 97; War Bonds 2)% Ang. 15, 1954-56.) 200 | looR 1 7 5 211 07 
106 Funding 28% june 15, 1952-57..... 100; |} lok 2 8 2/212 11) 
108 | National Def. 3% July 15, 1954-58 l0lgxd, l0lxd 1 910/216 6/ 
109§ | 99$ | War Loan 3% Oct. 15, 1955-59..... 102 | 101g (1 810/216 51 
108% | 97f | Savings Bonds 3% Aug. 15, 1955-65, 102® | lOlf 111 6 219 1 
105 | 95 Funding 24% April 15,1956-61..... 97 | 978 | 112 2(215 61 
1098 = Funding 3° April 15, 1959-69.....) 101, | 2018 | 211 10/219 1/ 
122§ | 1 Funding 4% May 1, 1960-90..... se 114g | NM 5 2 3 6 217 le 
1104, | 97h |Savings Bonds 3% Sept. 1, 1960-70, 100 101 }112.6!3 0 oJ 
104 | 92 Savings Bonds 24% May 1°1964-67" 947 958 | 113 8/ 2 16 10! 
1234 am Victory Bonds 4% Sept. 1, 1920-76, 113 1144 [1 5 81219 6 
111% ...96§ | Savings Bonds.3% Aug, 15, 1965-75, 100). 1018 | 222 4/219 9/ 
117%} +106 |\Consols 4% (afer Feb. 1, 1957), ..01 WO8’ | 108xd| 2 411/219 Oe 
1 \\Conversion (after os 1, 1961 a 1055 | 210 9}3 2 2¢) 
100 ‘Treas. Stk. 25% (affer Apr. I.°7975)" 82 sli [113 9/3 1 af 
1103 | Treas. Stk. 3% (after Apr. 5,1966).! 99 | 99 | 21410/3 2 6f) 
7 | |Recemp. Sik. S%qQet1, 198696 95), gay | 100 }113 343 0 77) 
99 | 8 {Consols 25% ssa th eke cgee tel Bed 6ltxd) 21S 8) $1 af 
Redemption yields on stocks optionaffy z finally redemable within the next five years 


are worked out on the assumption that they will be repaid at the earliest date. Redemption 
yields on other dated stocks assume that stocks paying over 3 per cent -will be redeemed 
at the earliest date (these are marked ‘ ¢,’), and those paying 3.per cent dr less will be repaid 
at the latest date (marked °#").. (#) Net yields are calculated after allowing for tax at 
9s. in the {. (f) Plat yield. * Assumed everage life 17 years 6 months. t Notice given 
jor repepament ov March 1, 1948. 
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reports appear in the Supplement: Decca Records ; Birmingham Small Arms; Singer Motors. 
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% | s. d. 
3b} 90h--}48—4 | Awstralie 34% 1965-69... +--203h--|~20and -4—-9-te 
105} | 89 7) | {@) _ || Birmingham 24% 1966-71,.|, 94 Lng Dh | BMT BS 
102} 100} Argentine 34%............ 101 101 '3 10 6 

| 350/~ | 1133/9; 4 cl De Anglo-American Corp, 10s...) 143/9 145/- | 3.9.0 
232/6 | 118 5 a| 25 b ‘Anglo-Iranian Oil (1....... 65/- 1697/6 | 311 6 
80/9 10 ¢| 15 c jAssoc. Port.Cem.Ord. Stk. 0) 71/9 77/6 | 31 Se 
42/5.) 25/3 | 40 ¢| 40 ¢|\AustinMotor‘A’Ord.stk.S. 36/6 38/18 5S 4M 
95/4] 73/6; 7b! 7 a@| Barclays Bank Ord. "B’/1../ 80/- 81/6 | 3 8 9 
245/- | 167/6 |. 1S a) 120. b Bass Ratoliff Ord. £1. .4.6. - 192/6., 195/- | 2b 3t 
1b/~! 80/-| 13 5} 8 @ British Oxygen Ord. g2....-)) 103/15 | 103/9 | 3.47 
58/7 40/6; A! 2h Courtaulds Ord. f1........) 44/7 | 45/- 13 7 : 
30/3. 22/9) 8 €} & © Dorman Long Ord. fi......)) 29/9 | 3e/- 15 6 
81/- 57/3} 12 ¢| 15 c\Dunlop Rubber Ord. f1..... 77/10} 79/6 | 315 6 
53/41 40/9; 7 b| 3 a\Imp, Chem Ind. Ord, Stk.{1, 62/1), 53/- | 315 6 
49/6 10 c! 10 ¢ |Lanes. Cotton Ord. Stk. f1../ 48/44 | 48/9xd, 4 2 1 
57/44 5 ¢} 10 c|\Lever & Unilever Ord. {1...)) 55/- | 55/7} | 312 0 
77/6 10 ¢ 12} ¢ london Brick Ord, Stk. £2. 60/- | 60/- |4 3 4 
84} (d) (d) .j1.M.S.4% Ist Pref. Stk.....|¢ 82)xd, 82h. | 4.17 0 
36/9 48d). 2be IN.<Bastn. Blec, Ord. Stk: 35/— 936-1 4 0 0 
68/3 | | 205}. Tha \Pichin Y'nson Ord. Stic 10s.) 63/3 | BB | 4 4 6 

$69-58cl 174% c Prudential ‘A’ {1..........) 344 | 34 | 2 3 Of 
63/44, 6. c (stawars oyds Def. (1. 4). 58/45 jes | § 49 
108/9 | a 1b | Lb” T Stk. 9 i 18 9 
147/6 | 108/79" a! 4246 tube Tavet. Stk. £1./.1143/9 | 145/- 13 90 
96/9 | 68/1) @| 11}6 \Turner & Newall Ord. Stk. £1), 87/6 | 90/- |3 6 8 
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held each year to arrange the growers’ programme five years ahead. 
If expansion of Rhodesian tobacco production is envisaged on a 
sufficient scale to replace on the British market the 300 million Jb. 
hitherto purchased each year from America, a large development 
scheme would have to be instituted, including a native re-settle- 
ment plan. Even next season’s expansion will involve great diffi- 
culty, for it will require 200,000 native workers ; any long-term 
expansion in output will require not only additional labour but 
also increased curing and storage capacity. 


* * * 
Cotton Spinning Profits 


_ The Lancashire Cotton Corporation is now reaping the first 
fruits of its modernisation programme. The full accounts of the 
Corporation for the year to October 31st show earnings on the 


ordinary capital of 274 per cent compared with 17.7 per cent in ° 


1945-46, a year in which trading revenue had to bear the cost of 
uneconomic production in the early stages of re-equipment. But 
the Board has no intention, for the time being, of passing the 
benefit of improved trading on to the ordinary shareholders whose 
dividend remains unchanged at 10 per cent. In justification of 
this policy the chairman has rightly said that it would be wrong 
to compare trading margins today with those of “ the unfortunate 
past between the two wars” for it is necessary to bear in mind 
the new capital requirements for additional re-equipment, the need 
for adequate depreciation allowances and the interest burden to be 
carried on costly new plant, 

Yet there is cause for satisfaction at the way in which the cotton 
industry, and the Lancashire Cotton Corporation in particular, 
iS getting on its feet again, even though its post-war contribution 
to production and exports to date is far from what is 
expected of it in the future. Mr F. W. Tattersall, of Man- 
chester, in an annual review of the cotton trade just pub- 
lished for 1947, indicates that the average profit of 73 cotton 
spinning mills for the year has been £14,058 per company com- 
pared with an average of £9,812 for 68 companies in 1946. The 
average dividend in 1947 for 108 concerns was 14.71 per cent 
compared with 12.56 the year before. This level has only been 
previously exceeded in 1907 and 1918-20—a statistical pointer for 
those who look to 1948 for an even better year in the cotton 
industry. 


Shorter Notes 


The agreement between the judicial managers of New Union 
Goldfields with Anglo-Transvaal Consolidated by which as from 
January 1, 1948, the judicial! managers would hand over all secre- 
tarial, technical and management appointments to Anglo-Transvaal 
has been opposed in the courts by interests of the shareholders 
and ¢éreditors. In view of this opposition the South African 
Supreme Court has extended unti] February roth the considera- 
tion of the application of the judicial managers to have the new 
agreement confirmed. 


* 


The International Emergency Food Council has made a 
“temporary exception” in its rule barring exports of rice to 
Europe. Britain has been allocated 24,500 tons, covering the first 
six months of 1948. This will be the first large-scale importation 
since 1044. In that year the consumption of rice for food in the 
United Kingdom totalled 80,000 tons, compared with 96,200 tons 
before the war. In 1946 consumption was only 6,700 tons ; but in 
1947 it rose slightly to over 8,000 tons. 


* 


The British contract price for Australian butter for the period 
July 1, 1947; to June 30, 1948, has been increased by £1 Ios. To 
£10 3s. 6d. a cwt. The contract price for cheese has beer raised 
by 1§s. 6d. to £§ 16s. 6d. a cwr. 

* 


Great Universal Stores have announced an offer to acquire the 
remainder of the preference and ordinary share capital of Polikoff, 
wholesale clothing manufacturers, following their recent acquisi- 
tion of 41 per cent of the preference and 61 per cent of the 
ordinary capital. The offer is for an exchange of shares on the 
basis of two ss. ordinary shares of General Universal Stores for 
every three 10s. preference stock nits of Polikoff, holders retain- 
ing the right to the 8 per cent dividend payable on January roth 
in respect of arrears of dividend up to June 30, 1939; one §s. 
ordinary share in General Universal Stores is offered for every 
eighteen Is. ordinary Polikoff stock units. 





Stern lanterns, lit by a great many candles, 
were useful for keeping station and were a 
means of computing direction and speed of 
other vessels. The Great Lantern carried by 
the ‘‘Sovereign of the Seas’’ (1637), ** would 
hold ten persons to stand upright without 
shouldering or pressing one another.’” 


o THE 9 
THREE CASTLES 


CIGARETTES 
20 for 3/8 
MANUFACTURED BY W. D. & H. O. WILLS 


Branch of The bi nperiei Tobaces Co. raf Great Braain & breland), Lad. rr2z21% 
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Time 
marches on! 







Midway between the Future 
and the Past, 
I can look back to bygone 1820. 
Today may be austere, 
but it wen’t last— 
Here’s looking forward to 
the age of Plenty! 


JOHNNIE 
ae WALKER 


“Red Label” 31 /- per bottle 
16/3 halt-bottie 


Se 
Sere aa ee aes Born 1820 — still going strong 
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COMPANY MEETINGS 


TURNER AND NEWALL, LIMITED 


INCREASED OUTPUT 
GROWTH OF EXPORTS 
MR W. W. F. SHEPHERD’S REVIEW 


The annual general meeting of Turner and 
Newall Limited will be held, on the 22nd 
instant, at the Chartered Accountants Hall, 
Manchester, when it is expected that Mr 
W. W. EF. Shepherd, the chairman of the 
company, will preside. 

Mr Shepherd’s statement to the stock- 
holders has been circulated to them with 
the report and accounts and, after dealing 
with the accounts of the company, it contains 
a detailed review of the company’s operations 
during the year to September 30, 1947, 
both at home and abroad. The following 
are extracts from the statement :— 

It has been possible to increase somewhat 
the aggregate output from the Rochdale 
works of Turner Brothers Asbestos Company 
Limited during the past year. The number 
of workers available has improved, though it 
is still insufficient, and by various methods, 
some of a temporary and some of a permanent 
character, the volume of production has been 
raised independently of the size of the labour 
force. Improvement in output is expected 
to continue during the forthcoming year- 
The new factory at Hindley Green, which is 
to be operated by Turner Brothers Asbestos 
Company Limited for the purposes indicated 
in my report a year ago, is now actively in 
course of erection. Shortage of various types 
of building labour and some temporary 
deficiencies in material have resulted in 
slower progress than had originally been 
hoped, but production should not be delayed 
many months beyond the planned date, 
First priority will be given at the new factory 
to the production of rubber conveyor belting. 


DEMAND FOR FERODO LININGS 


Ferodo Limited has continued to experience 
during the past year a very substantial demand 
for its brake and clutch linings and other 
friction materials, and in spite of an enforced 
shut-down of production for some weeks 
early in 1947 as a result of coal shortage and 
lack of electrical power, its production was 
the highest ever recorded. The large building 
programme for expansion purposes is pro- 
gressing satisfactorily, the extension of the 
building at Chapel-en-le-Frith in which 
Rubber V Belts are manufactured being com- 
pleted, and the additional plant installed and 
in partial production. The output of such 
V Belts will be increased by more than fifty 
per cent. in the immediate future in com- 
parison with the production capacity of a 
year ago. 

The record production reached by Turners 
Asbestos Cement Company Limited princi- 
pally arose out of increased efficiency of 
existing plant and methods, and has enabled 
the company to meet its obligations in regard 
to all Government-sponsored schemes, and 
yet to retain some balance to supply the more 
urgent demands of industry. One of the most 
welcome features during the year was the 
steady return of demand for “ Everite” 


asbestos-cement pressure pipes which, during 
the later war years, had been dormant owing 
to the impossibility of starting new water 
schemes in this country, and the difficulties 
of exporting this product to other countries 
owing to shipping restrictions. Throughout 
the year the plant involved in the manufacture 
of ‘“‘Everite” pressure pipes has been 
occupied to the fullest capacity. It is impor- 
tant to realise that a very substantial portion 
of the output of pressure pipes is normally 
exported, and particular mention might be 
made of a large order which was booked, 
manufactured and despatched during the 
year for 45 miles of 12 in. and 15 in. diameter 
pipes for the water supply for the port of 
Jeddah in Saudi Arabia. 


WASHINGTON CHEMICAL COMPANY 


The Washington Chemical Company 
Limited has, during the year under review, 
been fortunate in that production was not 
affected to any considerable extent by shortage 
of electric power supply. Some difficulty 
has, however, been encountered as a result 
of the inferior quality and reduced quantity 
of coal obtainable, as the company is a very 
large user of this commodity. During the 
war a seawater magnesia plant was installed 
in order to produce synthetic calcined mag- 
nesite for Government purposes.. This plant 
has now been turned over to peacetime pro- 
duction, with the resuls that the manufacture 
of magnesia of all grades has been sub- 
stantially increased in volume. 

Newalls Insulation Company Limited has 
been very active during the year in its normal 
sphere of contract work for heat, cold and 
sound insulation, both ashore and afloat, and 
the outstanding items in its current pro- 
gramme are in connection with the equip- 
ment of power stations, the treatment of new 
shipping tonnage, and the reconditioning of 
ships released from Government service. 
The company is also supplying substantial 
quantities of thermal insulation to oil frac- 
tionating plants overseas, and is co-operating 
with certain of the leading engineering com- 
panies in this country in the development of 
a new technique for thermal insulation as 
applied to gas turbines. 


LARGER OVERSEA SHIPMENTS 


It is pleasing to be able to report that our 
export trade from the United Kingdom has 
again increased significantly during the year. 
From all of our British factories whose pro- 
ducts can be exported, the value of goods 
shipped overseas during the past twelve 
months has substantially exceeded that of 
the previous year, and in many cases is the 
highest ever recorded. Personal visits have 
been made to many markets by officials of 
our various companies, and the reaction in 
such markets, whether near or distant, has 
been uniformly favourable. We continue 
our efforts to improve even on this satisfactory 
state of affairs, as we are obviously anxious 
that the asbestos industry shall maintain its 
place amongst the leaders of those industries 
which are contributing so vitally to the 
national drive for exports which will help 
Britain to pay for its necessary imports of 
food and raw materials. 

The Keasbey and Mattison Company has 
had a very satisfactory year. Its factories 
at Ambler, Pennsylvania, and St. Louis, 
Missouri, have operated throughout the year 
to capacity of available raw materials, and 
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its new asbestos-cement factory at New 
Orleans, Louisiana, has been brought into 
ial production, 


in 1948, 


NEW CANADIAN FACTORY B 


Last year I outlined our reasons for de § 


ciding to build a new factory in Canada, ig 
the city of Montreal, and intimated that the 
construction of this factory had begun. The 
building and civil engineering work is now 
practically completed, and the installation of 
machinery will begin in the near future. It 
will be appreciated, however, that under 
today’s national and international financial 
conditions, and in view of the present prohis 
bition of the export of capital from the 
United Kingdom, it was not possible for us 
to finance this new enterprise in the normal 
way, ic., by the transter of funds from 
England. We have accordingly made arrange- 
ments for local finance for a lengthy period, 

In a world such as that in which we live 
today in which economics and politics are 
inextricably mixed, and in which international 
complications abound, it is quite impossible 
to forecast the future for more than a very 
short period ahead. I propose, therefore, as 
regards our company’s future to confine 
myself to the statement that all our businesses 
have well-filled order books, adequate and 
up-to-date production faciliues and enthu- 
Siastic personnel. Prospects, therefore, for 
the short term appear excellent, but the 
politico-economic situation is such that it is 
always possible, although we hope not likely, 
that some decision of one or more Govern- 
ments might have adverse effects on our 
activities or those of the other industries on 
whom we so largely depend as outlets for 
our products. While I think that any serious 
problem of this kind is unlikely, we must 
recognise that the possibility exists, and any 
long term forecast would, therefore, be 
pointless. 


CRYSTALATE LIMITED 


INCREASED TURNOVER AND 
PROFITS 





‘The annual general meeting of Crystalate 
Limited, was held, on the 19th ultimo, in 
London. 


Sir Herbert E. Morgan, K.B.E. (the chair- 
man), presided, and in the course of his 
speech said: You will all no doubt be grati- 
fied to see the improvement in the net 
profit this year, which amounts, after taxa- 
won, including the new profits tax, to 
£21,082, compared with £13,251 last year. 
It is particularly satisfactory to note that the 
profit on trading has increased from £17,075 
to £37,229. You will have seen that the 
directors have declared a dividend of 7§ per 
cent., as compared with 6 per cent. last 
year. 


The increased profit on trading is largely 
due to an increase in turnover, which is 
always, in my view, one of the soundest 
methods of increasing profits. Our order 
book throughout the year has been full, and 
continues to be full, and except for certain 
difficulties the results could have been even 
better. 


In my speech last year I mentioned that 
supplies of raw materials were in short 
supply. I am pleased to say that for the 
immediate future, anyway, the outlook in 
this connection is much brighter. 


In common with the rest of the trade 
moulders of the British plastic industry, we 
are making a contribution of importance, al- 
though indirect, to the nation’s export drive. 


In conclusion, I feel that our special thanks 
are due to our managing director, Mr Jack 
Lesser, who has made two journeys to 
America within the last few months, and 
for whom difficulties were only made to be 
overcome. ; 


The report was unanimously adopted. 


partial It is hoped that this © 
new factory will be in full production early ~~ 
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BANK OF MONTREAL 


ONE HUNDRED AND THIRTIETH 
ANNIVERSARY 


The  one-hundred-and-thirticth annual 
general mecting of the Bank of Montreal was 
held on the Ist ultimo in Montreal. 


The president, Mr George W. Spinney, 
C.M.G., in moving the adoption of the report, 
said: After full provision for bad and doubt- 
ful debts has been made our profits for the 
year were $10,163,000. 


It is appropriate that I should make 
reference to the fact that November 3rd of 
this year marked the bank’s 130th anniversary. 
We may well derive satisfaction from the 
knowledge that after 130 years of service in 
this new country the Bank of Montreal is 
strong and virile. 


The year has seen production and employ- 
ment at high levels. Anything more unlike 
the widely feared postwar period of deflation 
and unemployment could hardly be imagined. 
Indeed, many of our immediate and pressing 
problems are of an entirely different nature, 
arising as they have out of instabilities 
characteristic of a boom. The implications 
of these subtle dangers from within are by 
no means diminished by all too obvious 
complications in respect of our external trade. 


While we in Canada have been spared the 
hardships of violent inflation, we have ex- 
perienced enough of the consequences of a 
g adual depreciation of the internal purchasing 
power of our dollar to yearn for the advantages 
of a dependable standard of value in terms 
of a stable level of prices. 

The problem of price stability is, for 
Canada, peculiarly complicated by outside 
influences and in particular by our close 
commercial and psychological contacts with 
the United States. 

A national effort aimed at stabilisation of 
prices and avoidance of the cycle of boom 
and collapse requires more than the co- 
operation of prudent and far-sighted groups. 
Broader forces must also be brought to bear 
and, under conditions as they now exist, the 
role of fiscal and monetary policies in relation 
to the price level takes on a renewed and vital 
importance. 


Mr B. C. Gardner, general manager, in the 
course of his remarks, said :—Total assets at 
the year-end amounted -to $1,898,000,000 
compared with $1,844,000,000 at the end of 
the previous year. T he levelling off in these 
figures in contrast to the expanding trends of 
recent years is, in my view, a healthy de- 
velopment having regard to the background 
of economic events. Notice deposits at 
$904,000,000 compare with $814,000,000 at 
the end of the previous year. Deposits abroad 
at $147,000,000 are slightly higher than the 
figures for the previous year. 


Total deposits at $1,783,000,000 compare 
with $1,736,000,000 at the end of the previous 
year. Government deposits at $101,000,000 
show a reduction of $17,000,000. De:and 
deposits by the public in Canada at $577,000,000 
are lower by $32,000,000. 


Current loans and discounts in Canada at 
$382,000,000 have increased substantially over 
last year’s figure of $277,000,000. The in- 
creased loan requirements of almost all types 
of business reflect the more normal use of 
bank credit for the manufacture of goods and 
the movement of raw materials as well as the 
higher level of prices. While the general level 
of inventories does not appear to be out of 
relation to the volume of sales, there are signs 
that a careful scrutiny of commitments is 
essential in many lines. 

The volume of banking transactions con- 
tinued at a high level throughout the year. 
There has been a substantial increase in the 
number of current and savings accounts, and 
we have now more than 1,600,000 deposit 
accounts in our Canadian branches. 

The report was adopted. 


ROAN ANTELOPE COPPER 
MINES LIMITED 


The twentieth annual general meeting of 
Roan Antelope Copper Mines Limited, was 
held on the 30th ultimo in London. 

Mr. R..L. Prain, O.B.E., managing direc- 
tor of the company, presided. 

The following is an extract from the state- 
ment of the chairman, Mr. A. Chester Beatty, 
which was circulated with the report and 
accounts for the year ended June 30, 1947 :— 

The main feature of the year was the con- 
tinued shortage of coal due to the inability 
of the Rhodesia Railway to carry all our 
requirements, This situation has been and 
continues to be most unsatisfactory, and in 
order to supplement our coal receipts we 
have had to resort to importing coal at high 
cost through the port of Lobito Bay, and to 
extensive burning of wood. 


COPPER PRODUCTION AND COSTS 


The production of blister copper was 
49,641 tons compared with 53,489 tons in the 
previous year and the cost per long ton f.o.b. 
Beira increased by £9 3s. $d. per ton. 

The average price received for our product 
was {£80 10s. 8d: per long ton of blister 
copper f.o.b. Beira, so that our margin be- 
tween costs and revenue was £28 10s. 4d. per 
ton, compared with £15 10s. per ton for the 
previous year. 


THE YEAR’S RESULTS 


The gross surplus was £1,485,675; to 
this has to be added interest earned 
during the year, and deducted the London 
expenses and loan stock interest: from the 
resulting balance of £4,396,668 we have 
deducted £350,000 as a transfer to the re- 
placements and _ obsolescence reserve, an 
increase of {£50,000 on previous years’ pro- 
visions. 

Provision for taxation on the profits for the 
year amounts to £627,000, leaving a net 
profit of £419,668. After deducting £51,000 
transferred to loan stock redemption reserve 
the net balance for the year is £368,668, 
which, with £156,828 brought in, makes a 
sum of £525,496 available for distribution. 
The directors recommend a dividend of 9d. 
per share, less tax at 9s. in the £, which will 
absorb a net amount of £411,936, reducing 
the carry forward from £156,828 to £113,560. 


EFFECT OF INFLATION 


I wish to draw attention to the effect of 
inflation which is to be observed in these 
accounts, as, for instance, in the increased 
cost of our operating materials and supplies 
and in the greatly increased cost of our 
replacement equipment now on order. When 
we compare the value of the £ sterling at 
the time when the mine and plant were 
developed and built with the value of the £ 
sterling today, we are forced to the conclu- 
sion that the conventional system of present- 
ing -accounts and arriving at a profit for the 
year must inevitably lead to a distortion of 
relative values. The profit earned today in 
£’s sterling of current value is inevitably 
compared .to the capital invested in the busi- 
ness at a time when the £ was worth very 
much more and the result is bound to give 
a misleading impression of the real earning 
power of the business and of the return on 
the capital employed in the business. 

Ore reserve at June 30, 1947, was esti- 
mated at about 98,000,000 ‘short tons of ore 
containing 3.27 per cent. total copper, of 
which 0.08 per cent. was oxide, 

While the major development work was 
maintained at a satisfactory rate, the reserve 
of fully developed ore was barely maintained, 
due to labour shortages caused by strikes and 
the fuel situation. 

The effect of our continued policy of sell- 
ing production forward is that although the 
world price has fallen the average price re- 
ceivable per ton for our production for the 
first half of the current year will be consider- 
ably higher than that for the year under 
review. 

The report and accounts were adopted. 


33 
MUFULIRA COPPER MINES 
LIMITED 


The eighteenth osdinary general mecting 
was held, on the 30th ultimo, in Lenden, 
Mr RL. Prain, O.B.E., the managing 
director, presided. 


The following is an abridgmeni of the 
statement by the chairman, Mr A. Chester 
Beatty, for the year ended June 30, 1947:— 


The main feature was the continued 
shortage of coal due to the inability of the 
Rhodesia railways to carry our requirements. 
To supplement our coal we had to import 
coal at high cost through Lobito Bay and to 
burn wood extensively. 


PRODUCTION AND COSTS 


Production was 47,498 long tons, compared 
with 50,040 tons for the previeus year. 


The average cost per long ton f.o.b. Beira 
increased by £5 4s. 8d. compared wth the 
preceding year. The average price received 
was £83 7s. 7d. per long ton f.0.b. Beira, our 
margin between cests and revenue being 
£34 17s. 4d., compared with £15 Os. 7d. per 
ton for the previous year. 


The gross surplus was £1,771,062, and 
after adding interest earned and deducting 
London expenses and loan stock intere:t there 
is a balance of £1,692,922. After transferring 
£300,000 to replacements reserve, an imcrease 
of £100,000 on previous years’ provisions, 
and providing £822,000 for taxation there is 
a net profit of £570,922. 


The City Commissioners have decided that 
our method of valuing stocks does not give a 
true statement of annual gains for tax pur- 
poses. In effect, they held that the gains 
should be calculated by reference to sales— 
and not production ; and that stocks should 
be valued with reference to the actual cost 
and not a “standard” cost. The company 
has asked the Commissioners to state a case 
for the High Court. 


Deducting £35,700 transferred to lozn stock 
redemption reserve and adding £330,456 
brought forward, there is a sum of £865,67% 
available for distribution. While there has 
been a great increase in our gross surplus, 
this has been absorbed very largely by taxa- 
tion. The recent increase in profits tax has 
increased our tax liabikity by £81,000, and this 
has made our profi: lower than that for the 
previous year. In spite of this the directors, 
having regard to the current favourable con- 
ditions and the fact that a considerable sum 
was added to the carry-forward for the pre- 
vious year, have dec ded to pay a dividend of 
5s., less income-tax at 9s., reducing the carry- 
forward to £193,458. 


RETROACTIVE TAXATION 


Retroactive taxation has hit us severely. It 
has always been regarded as one of the 
fundamental principles of taxation that it 
should be certain, and it is most disturbirg if 
we are to be faced with a policy of creating 
new retroactive liabilities which render 
incorrect the accounts which we have pre- 
pared on the basis of the then existing law 


Another feature is the effect of mflation. 
The profit earned today in {7's cf cu-rent 


value is inevitably compared to the capital.) 


invested in the business when the { was 
worth more, and the resuit is bound to g ve 
a misleading impression of the real earning 
power of the business and of the return on 
the capital employed. 

The estimated tonnage of ore reserves at 


June 30 was 134,571,000 short tons contam- 
ing 3.84 per cent. copper. 


The mine is in a position to produce 6,000 
long tons per month, provided adequate coal 
and labour are available. It is expected that 
this capacity will be increased to 7,500 tons 
by the end of the present year. 


The report and accounts were adopted. 
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ASSOCIATED. BRITISH 
MALTSTERS LIMITED 


FUTURE NEEDS 


The twenty-sixth annual general meeting 
of Associated British Maltsters Limited was 
held on the 29th ultimo in London. 


Mr H. D. Cherry-Downes, J.P., presided 
in the absence of the chairman, Mr H. N. 
Hume. The following is an extract from the 
chairman’s circulated statement :— 

The 1947 barley crop started badly and 
three months unbroken drought inevitably 
ied to poor quality grain and low extract yield 
from the resulting malt. After the war the 
company’s properties need large expenditure 
for repairs to structure and equipment and to 
bring them up to date. Because of these 
needs the directors have consistently recom- 
mended a modest dividend of 10 per cent. 
The recent budget imposes not only a 25 per 
cent. tax on this proposed dividend but also 
a 10 per cent. tax on the remaining profits 
set aside for modernisation. These imposts 
make it difficult for British industry to prepare 
itself for the period of world competition 
which is rapidly approaching and if, when 
that time comes, British industrial equipment 
is worn out or obsolete we shall fail to hold 
our trade. It is to be hoped that the chancellor 
will adopt a more enlightened and far-sighted 
taxation policy. 

A disturbing feature is the Government’s 
unbalanced agricultural policy for harvesting 
home-grown cereals. It is intended to increase 
the present acreage under grain and to supply 
farmers before next harvest with a further 
2,000 combine harvesters. This is a sound 
enough policy if accompanied by sufficient 
storage and drying facilities, but combine 
harvesters now in use can thresh more grain 
than is within the present drying and storage 
capacity. If the Government will issue 
licences and make materials and labour 
available the maltsters of this country are 
prepared both to increase these facilities to 
cope with the whole year’s barley require- 
ments, and to continue to build to cope with 
the production of additional combines. If 
the 1948 harvest is to be saved there is not a 
moment to lose in dealing with this urgent 
problem. 


The company will do its utmost to assist 


in reaching the export target for the malting 
industry, but first thought must be for the 
requirements of regular customers and the 


home market. The recent increase in beer 
duty will probably retard consumption and 
since the brewing industry absorbs the greatest 
proportion of our output this would have a 
corresponding effect on the current year’s 
turnover and profits. These remarks apply 
to the immediate outlook but I feel confident 


that our sound resources and stability will 


enable the company to meet the long term 
future with confidence and still further to 
establish our leading position. Our maltings 
have worked to capacity and our activities 
connected with grain processing for the food 
industry have contributed to the year’s profit. 
We have recently established a research 
laboratory for the benefit of the Associated 
British Maltsters group. 

Our programme to reduce the number of 
individual maltings and to erect up-to-date 
plants has progressed despite frustrations, but 
many times the present capital commitment 
of about £120,000 will have to be expended 
before fixed assets are brought to a state of 
efficiency. Williams Brothers (Maltings) 
Limited, of Salisbury, were recently acquired 
and will be modernised and developed as 
soon as possible. 

The report was adopted. 


DECCA RECORD COMPANY, 
LIMITED 


EXPANSION IN ALL SECTIONS 


The eighteenth annual general meeting of 
The Decca Record Company, Limited, was 
held, on the 31st ultimo, in London. 

Sir Cyril F. Entwistle, K.C., M.P., the 
chairman, said that the balance from trading 
account amounted to £186,062, compared 
with £131,286 for the previous year. The 
total dividend was egein 112} per cent., less 
tax. The year had been one of great activity. 

The Ministry of Transport had given off- 
cial approval for the use of the Decca Naviga- 
tor as an aid to navigation, and since the 
last meeting contracts for the fitting of over 
400 ships had been concluded. 

The problem of Lane Identification had 
been successfully overcome. 

The French Air Authorities had made tests 
with a total of 1,500 hours flying time, and 
the results were considered most satisfactory. 
Air France had used the system on the Paris- 
London air routes for the last three months. 
The equipment was understood to have 
operated faultlessly. They believed that 
before the end of next year the Decca Navi- 
gator system would have been adopted by all 
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progressive British and European air lines 
operating in Western Europe. 

Gramophone record sales had shown a con. 
siderable expansion and they were i 
every effort to increase their already | 
export trade. Records were being shipped to 
the U.S.A. ; 

Expansion had continued in all sections, 
since March 31st, turnover being greatly in 
excess of that for the corresponding period 
last year. That improvement would be rey 
flected in the accounts for the current year 
They had declared:a first interim dividend of 
20-5 /6ths per cent., less tax, and intended to 
pay a second interim in April. 

The report was adopted. 


LEACH’S ARGENTINE 
ESTATES, LIMITED 


RECORD SUGAR CROP 


The thiriy-fifth ordinary general mecting 
of Leach’s Argentine Estates, Limited, was 
held, on the 31st tiltimo, in London, Mr H, 
Roy Leach, the chairman, presiding. 

The following is an extract from his state- 
ment circulated with the report and accounts 

The profit on trading at £243,186 is up by 
£5,874 on last year. Your directors recom. 
mend a dividend of 6 per cent. on the ordi. 
nary stock. The 1946 sugar crop amounted 
to 31,265 tons, as compared with 33,681 tons 
in the previous year. Despite the lower pro- 
duction, profits from the sale of sugar, the 
main source of the company’s revenue, 
showed a satisfactory increase. 

The result; from the fruit, alcohol, timber 
and shops subsidiaries show in total a decrease 
in profit when compared with the previous 
year. The quality of our products is main- 
tained at their previous high level and our 
capable selling organisation in the city of 
Buenos Aires has obtained the best prices 
available. 

This year’s output of alcohol has to be 
compared with last year’s record, but despite 
a lower production, profits showed only 4 
small reduction. As in the case of all our 
subsidiary undertakings, the large increase in 
costs of production, particularly in wages, has 
reduced the final net profit. The results from 
the vear’s trading of the company’s shops, 
which supply all employees with a wide range 
of food, clothing and other goods, prices for 
which are naturally kept as low as possible, 
have again proved satisfactory. 

It gives me great pleasure to report the final 
figure of 37,437 tons of sugar for the 1947 
crop, a record in the history of your com- 
pany. This heartening result is mainly due 
to exceptionally favourable climatic conditions. 

The report was adopted. 
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1 UNIVERSITY OF LONDON 


NOTICES 
‘a. 


Economics and Statistics. 


RENOLD & COVENTRY Chain Co., 


Ltd., 
Didsbury, Manchester have a vacancy for a man with experience in | 


Renold Works, 


Applications are invited for the post of Director of the Department of 
Extra-Mural Studies, which will become vacant on August 1, 1948. In 


(or equivalent) in Economics and preferably be under 35. The post will 


Applicants should have a University degree | 


carry a salary of £750-900 per annum depending on experience and | 


ability and will include participation in the Company’s Pension and 
Profit Sharing Schemes. The Company is prepared to discuss the 
housing problem with selected candidate. Applications, which must 
be in writing, stating date of birth and full details of qualifications and 
experience, should be addressed to the Employment Manager, Renold 
Works, Didsbury, Manchester. 

VACANCY exists for an Englishman, not over 30, in the Export 
a Department of a large electrical concern in Holland. Applicants 
should have some commercial experience and be definitely sales- 
publicity minded and capable of developing sales ideas with agents 
abroad. Good education essential and a knowledge of languages useful. 
Salary commensurate with experience and qualifications, with special 
conditions of employment regarding holidays in this country, ete.— 
we. giving full details of business history, to Box 631, marked 
* Export.” 
\ ANAGING Director's Assistant required by progressive North 
a London manufacturers of nationally advertised products distributed 
through the grocery. hardware and domestic store trades. excellent 
prospects ; commencing salary £1,000 p.a. Write particulars of career 
to date, education and age to Managing Director, Box 633. 


a PPLICATIONS are invited for post of organising secretary for about 
4 one year for International Congress, to be held in London in 
September, 1948. Full experience in similar work essential. Salary at 
rate of not less than £1,000 per annum.—Apply Box 632. 
\ BUSINESS man (Wykehamist) of proved sbility and adaptability, 
«i with a successful record in+peace (sales and advertising adminis- 
tration) and war (Lt.-Col.—Staff), seeks a permanent appointment, Up- 
to-date knowledge of management, marketing. etc.—Box 630, 


making the appointment, due consideration will be given to academic 
qualifications, administrative experience and interest in the field of 
adult education. Salary not less than £1,250 p.a., plus superannuation 
and family allowances. Further particulars will be supplied on request. 
Applications. stating age, qualifications, experience, etc., accompanied 
by two testimonials and the names of two persons to whom reference 
may be made, should be sent to the Principal, University of London, 
Senate House, W.C.1, not later than February 7, 1948. 
UNIVERSITY OF BIRMINGHAM 
FACULTY OF COMMERCE AND SOCIAL SCIENCE. 

Applications are invited for the following appointment:— 
Lecturer (Grade II) or Assistant Lecturer in Public Administration. 

The person Serened. will be given salary and grade, according to 
qualifications and experience. 

Grade Ila, £750-850. 


Salary Scale: 
Ilb, £600-750. 
sl » Le, £550-600, 
Assistant Lecturer, £400-500. 

The post is open equally to men and women applicants. 

Further particulars may be obtained from the undersigned, to whom 
three copies of applications with copies of not more than three testi- 
monials and names of two referees, should be sent not later than 
February 14, 1948. No special application form is issued. 

The University, Edmund Street, Birmingham, 3. Cc. G. BURTON, 

December, 1947. : Secretary. 











Lecturer, 


caieaes -McGILL UNIVERSITY 
The University invites applications for the positions of Assistant 
Professor and Associate Professor of Psychology. Specialized training 


in social psychology and the psychology of personality is desired. 

and $4,590 respectively, aceording to quatifications 
Applicants 
arch 1, 


Salaries up to $3,000 
and experience, with a special grant for transportation. 
are invited to write to the Bursar, McGill University, before 
1948, giving details of training, experience and publications. 
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THE ECONOMIST, January 3, 1948 





Statistical Summary 


GOVERNMENT RETURNS 


> 
For the 11 days ended December 31, 1947, 
total ordinary revenue was {100,820,000 
against ordinary expenditure of £61,347,000 
and issues to sinking funds £220,000. Thus, 
including sinking fund _ allocations of 
{11,330,000 the surplus acerued since April 
ist is #£233,654,708 against a deficit of 
720,932 for the corresponding period 
a year ago. 


ORDINARY AND SELF-BALANCING 
REVENUE AND EXPENDITURE 


Receipts into the 


{ Exchequer 
| (f thousand) 
Esti . 
April | April 10 ll 
Revenue | mate ‘ 
Dorms lL... } Days , Days 
f1947-48) 4, | to fended | ended 
Dec. Dec. | Dec. Dec. 
be Beale. Ae 
| 1946 | 1947 | 1946) 1947 
ORDINARY 5 ‘ 
REVENUE | 
Income Tax...... 1086000 537,418 520,885°21,093; 22,820 
r-tax .-| 80,000 23,232 28,205 715) °1,100 
}state, ete., Duties 155,000 109,724, 123,729 3,070 4,150 
ee eee, 57,000 26,154 39,280 730 1,800 
N.C, -ctgas } 206,000 .22»622)..25,.270 230 350 
P.1 ceaee f 7” 262,776 191,385 3,996 4,900 
ber Inland Rev 1,000 168 14@*.... 20 


tal Inland Rev. "1585000 985,084. 928, 894 29, 834 35,140 
. 742, 460 455,920. 588, 660 11, 352 15,105 
668,540 424,400 #45, 400 19,500 21,200 


an ere ten me wa 


toms & | 
:11411000); 880,320 1032060 30,852 36,305 
Duties 50,000; 13,260 15,329 2935... 
: WarStores 95,000 101,820°132,973 132 1 
rpius Receipts 
frading 55,000 40,000 76,175... 26,000 
st Office (Net 
I ipts) i a 930 Dr 350 930 
Wireless Licences .! 11, 000) 6,380, 7,450 1,110 
wn Lands.....4° I, 000} 680 690) 30} 1,080 
Receipts from : 20 
Sundry Loans 21,000 22,211 19,517 oad 253 


Miscell. Receipts 270,000 29,943 197,093 at 1,090 


Fotal Ord. Rev 349900 10 ) 2079699 2409111 él, 0 26 100 10820 


SeLF-BALANCING 
Post Office 
neome Tax on 


i: P.T. Refunds 49,000 135,648 17,840 1,600 1,352 


144,230 96,200 105,400, 4,100) 4,220 


Total ¥ 4 3692230 2311547 2532351 66, 726 106392 


Issues out of the Exchequer 
to meet payments 
(¢ thousand) 


| i 
Esti- |- : oa , rae. 
April | April lw |} ll 
lituse | mate, q i Days} Days 
| to | to  jended | ended 
| Dec. | Dec. } Dec. | Dec. 


31, | Beh ae, 
1946 | 1947 | 1946 | 1947_ 


IRDINARY | 
| XPENDITURE | 
Int. & Man. of | { 
Nat. Debt 525,000) 353,311) 363,606. 1,026' 1,600 


Payments to N. 
lreland........) 23,000}. 12,682). 15,505 697, 964 
issue to Nat. Land 


Fund . ‘ o és oe ; 50,000, 
Other Cons. Fund 

Services ...... 2{-- 8/000)-4,423)-..4,263).... 78)». 43 
Total _....| 556,000 420.416! 383,372, 1,801) 2.607 


Supply Services . . 2635114 2260952 1780755. 99,275, 58,740 





Total Ord, Exp. 3191114 61568 2164127, 101076 61, 347 


SeLP-BALANCING | 
Post Office. . '144,230) 96,200 105,400, 4,100 4,220 
Income Tax on 


E.P.T Refunds 49,000 135,648 17,840 1,600 1,352 


Total ... +. ./5383544 2913216 2287367 106776 66 919 


After increasing Exchequer balances by £756,728 to 
43,704,750, the other operations for the 11 days decreased 
the gross National Debt by £20,131,422 to £25,987 million. 


NET RECEIPTS (£ thousand) 


P.O. an Dalegraght ic diss ie Win tae sedis weeds 5,100 
NET ISSUES (£ thousand) 

B.PET, WN oo ces cca deans s ute tate ese. 1,653 
Overseas Trade Guarantees Act, 1939, sec. 4 (1)... . 10 
Housing (Temporary Accommodation) Act, 1944, 

we BUDD. i POLARS cen eee, eee 2,C00 
Local Authorities Loans Act, 1945, sec. 3 (1). ..... 3,400 
War Damage : War Damage Commission........ 15,000 


Finance Acts, 1946 and 1947, Post-war Credits.... 1,351 
Finance Act, 1935, sec. 30 (1) : 3% local loans stock 50 


ssc 


CHANGES IN DEBT (¢ thousand) 


Net Recerprs Net RepayMEeNTS 
Nat. Savings...... 1,950 Treasury Bills .,.. 54,643 
24% Def. Bonds .. 850 3% Def. Bonds....  %3,250 
Tax Reserve € erts. 14,342 Other Debt :— 


Other Debt : Internah .....4. 3T 

External ...... 2,401 Way: & Means Ad 
Treasury Deposits. 25,500 VaNnces os pan cai 7,245 
45, 04 3 65,175 


* Including {2,750,000 paid off on maturity. 


FLOATING DEBT 


({ million) 


j | 
; Ways and | | 
aa” | Ee 
Advances | sury | Total 
Date | ie 5 i+ | .De- | Float- 
" t } | posits ing 
Public es s by Devt 
Tender} Tap Depts. nee Banks | 
| | land 





1946 
Dec. 31 2140-0 2455-6) 448-0 1676-5 6720-1 
1947 
Sept.20 | 2190-0 2533-0! 327-7} 8-0 1299-0 6357-6 
» 26) 2190-0) 2557-1) 322-3] ... 1292-5 6361-9 
Oct. 4) 2200-0 | 2534-8} 363-9. 19-8 (1267-0 6385-4 
y» 11 | 2220-0 | 2661-7} 3435-2 | 20-3 [1253-5 6398-6 
»» 18) 2250-0 2584-7) 362-8! 2-0 | 1253-0 6432-5 
»» 25 | 2230-0 | 2561-5! 332-6} ... | 1252-5 6376-6 
Nov. 1) 2240-0 2543-4) 354-8 1:75 1252-5 6392-5 
mw _8).2250-0 | 2539-3| 337-7 1252-5 | 6379-4 
» 15} 2250-0 2527-5) 346-7 | 13-5 1292-5 | 6430-2 
y» 22} 2250-072579-7| 339-L | 6-8 +1317-5 64951 
y»» 29/ 2250-0 2561-0) 338-6 | 1337-5 | 6487-1 
Dec. 6 | 2250-0 | 2582-2} 340-3 | 1372-516545+0 
seol3 | 2250-0 2569-5] 325-1) ... | 1367-5 | 6512-4 
» 20/ 2250-0 | 2605-4; 306°6 | 6-3 1377-0 | 6545-2 
at dpe ty 2550-7 | 305-6 | ... | 1402-5 6508-8 
TREASURY BILLS 
{£ million) 
Per 
Amount | oe Cent 
Date of Bie ee eT anh Allotted 
of Allot- |" 
Tender ial ‘lied! ae | at 
j\Offered ppl - Allotted _— | Min. 
i | o ' Rate 
1946 
Dec. 27 | 170-0 | 285-8 170-0 10 0:27 | 47 
1947 
Sept, 26 | 180-0 | 277-4 180-0 10. 2-66 27 
Oct. 31! 190-0 | 299°9 | 190-0 10 1-39 49 
» 10} 180-0 291-3 180-0! 10 1-36 | 47 
» 17) 170-0) 268-9 170-0 10 1-87 | 54 
» 24) 170-0) 285-0 170-0, 10 1-52 | 46 
» dL | 170-0 | 289-3 | 170-0 10. 2-38 -*]' “43 
Nov. 7 170-0 285-4| 170-0) 10 1-49 | 45 
yy 14) 290-0 | 270-1 170-0, 10 1-85 | = 53 
» 21 170-0 271-2) 170-0); 10 1-70 | 53 
» 281 170-0 | 269-2 170-0; 10 3:02 | 53 
Dec. .5 | 170-0 | 300-6 | 170-0} 10 2-26}. 38 
» 12); 170-0 | 289-8 | 170-0; 10 2-66 45 
» 19 170-0; 274-7 | 170-0} 10 2-89 } 50 
» 24] 170-0 | 288-1 170-0; 10 2:73 45 
On December 24th applications for - bills to ) be. I paid on 


Tuesday, Wednesday, Thursday, Friday and Saturday were 
accepted as to about 45 per cent of the amount applied 
for at £99 17s. 5d. and applications at higher prices were 
accepted in full. Applications for bills to be paid on 
Monday at £99 17s. 5d. and above were acc épted in full. 
£170 millio n (maximum) of Treasury Bills are being offered 
for January 2nd. For the week ended January 3rd the 
Banks will be asked for Treasury deposits to an amount of 
£50 million (maximum). 


NATIONAL SAVINGS 


(£ thousand) 


Pe ee lotals 
le Week Ended Mar. 31 to 
Dec. 21, | Dec. 20, Dee. 21, 
1946 1947 1947 


Savings Certificates -— = 


DOERR. oes oscccccanes 4,400 , 4,750 161,400 

Repayments ........-... 3,550 2,300 104,050 

Net Savings... ccisseseed- 1,050 2,450 | 57,350 
Defence Bonds :— | 

MONON: Fos ons ised iene 2,590 1,175 | 54,140 

Repayments ........--++ 667 1,021 | 29,251 

Net Savings.......++.++. 1,923 | 154 24, 909 
P.O. and Trustee Savings | 

Banks :-— 

Weseta...  A ss | 11,913 ; 12,259 490,611 

Repayments ............ 17,331 | 15,899 461,129 

Net Savings............. 'Dr5,418 Dr3,640 | 29, 462 
Total Net Savings ......... \Dr?, 445 Dri, 036 ati! 741 
Interest on certificates repaid 586 | 414 19,729 
Interest accrued on savings | 

remaining inv ested........{ 2, 198 | __2,254°| 81,395 








39 
* 
RETURNS 
DECEMBER 31, 1947 
ISSUE DEPARTMENT 
i 
Notes Issued : Govt. Debt... 11,015,100 
In Circin. . . . 1349,731,905 | “ees Govt. 
In Bankg. De- Securities... 1438,257,055 
partment... 100,515, 928 | Other Secs. . "718,396 
} Coin other 
| than Gold. 9,449 
|Amt. of Fid————— 
Issue SSS. 1450,000, 000 
| Gold Coin and 
Bullion (at 
172s. 3d. per 
oz. fine)..... 247,833 


1450,247,833 1450,247,833 


BANKING DEPARTMENT 





£ { 
Capital ...... 14,553,000 | Govt. Secs... 311,069 
Rest. . oe 3,577,342 | | Other Secs. : 
Public Deps.*, * 18,563,975! Discounts and , 
Other -Deps.: Advancés... 15,171,039 
t Securitses....  20,146,47 i 
Bankers....« 315,049,891 -——- oa 
Other Accts.. 95,472, ID | 35, 317, 510 
410,522, 290 | Notes........ 100,515,928 
VRSOGs ieee buck 262,474 
447,216,607 | 447,216,607 


* Including Exchequer, Savings Ba Comuniissionvers 
of National Debt ‘and Di Dividend Scot 


. 
COMPARATIVE ANALYSIS 
(£ million) 
1946 1947 
Dee. | Jan. | Dec. | Dec. 
2 | «lt | St 
Issue Dept. : } 
Notes in circulation...... |1428-11421-6 1368-4 1349-7 
Notes in banking depart- | 
WE in i.e diietak beRbe-ae 22-1, 28-6 81-9) 100-5 
Government debt and | 
securities? 6 .cccice cua 11449-3:1449-1.1449-2)1449-2 
Other securities......... 0-8 O9 0-8 O07 
aia tae il i Or2i.. Q-2)...0-2).. Os2 
Valued at s. per fine ot. | 172/3 172/3 72/3) 172/3 
Banking Dept. : i 
sits : { 
PON sigs deh dinnin to this 10-3 8-9 17-0: 18-5 
UMMEE care sce tansicses 278-9 320-4 304-0 315} 
OBR cc cwesctecns cass 57-3 60-1 93-4 95-5 
TOR i cetccepisdescscs | 346-5 389-4 414-4 429-1 
Securities : 
Government............ } 311-8) 344-7 322-1) 311-1 
Discounts, ete........... |} £36. 23:9 9-9 15-3 
CREE cae eeeitiess es ;} 15-8 19-1 18-2) 20-3 
Tbe a chs de ns | 34-2 377-7, 350-2) 346-4 
Banking dept. fes,......... 23-3) 29-9 +81-6 100 7 
“ Proportion ” Riveets 6-7 76 19-8 23-4 


? Goveraseent. debt is £11, 025, 100, capite ui £14,553,00). 
Fiduciary issue raised trom £1,400 nullion to 41,450 
million on December 10, 1946. 


GOLD AND SILVER 


The Bank of England’s Official buying price tor gold 
remained at 172s. Xi. per fine ounce throughout the week, 
Spot cash prices were as follows :— 








| SILVER GoLp 
' 


1947 London New York) Bombay | Bombay 
per ounce per ounce per 100 tolas) per tola 


Dereke |: d. i e. ee Es Rs. a. 

Dec. 23., 45 | 1743 Unqu oted 

2 ae. 45 | 748 | 168 14°} 104 4 

» 25.. | Markets Closed | Market Closed 

, 2%6.. | Closed 148 168 «0 | «(104 «(12 
; 





»» 21.. | Markets | Closed | 169 0 | 105 9 
oo eee 45 4 Unquieted 

we es 45 | 74% 168 14 | 105 6 
ee 45 | 744 70 3'| 305° 2 
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Australia and New Zealand 
Australia, New Zealand and Fiji are rapidly 
developing oversea trade cor 
Both importers value the 
specialized foreign banking services of the 
Bank of New South Wales. Ask 
bankers to consult and use 


BANK OF NEW SOUTH WALES 


(Incorporated in New South Wales with limited liability) 


FIRST AND LARGEST COMMERCIAL BANK IN THE SOUTH-WEST PACIFIC 
LONDON OFFICE: 29 Threadneedie Street, E.C.2. HEAD OFFICE: Sydney. 


mections, 


exporters and 


your 








GB4704B 


CANADA 


WE WELCOME ALL ENQUIRIES 


THE CANADIAN BANK 
OF COMMERCE 


(INCORPORATED IN CANADA IN 1867 WITH LIMITED LIABILITY) 
2, LOMBARD ST., LONDON, E.C.3. 
HEAD OFFICE: TORONTO, CANADA 


DEN NORSKE CREDITBANK 


Established 1/857 


Capita! 
Paid-up and 
Reserves 
Kr. 
37,000,000 


NORWAY 


Branches : Arendal, Flisa, Grimstad, Larvik, Lillesand, Mandal, 


Porsgrunn, Risor, Tonsberg. 
Every Description of Banking Business transacted 
Correspondence invited 


Telegraphic Address : ~“ Creditbank ” 


Telephone : * 42 1820 Oslo’ 





BEDFORD COLLEGE FOR WOMEN 
(UNIVERSITY OF LONDON) REGENT’S PARK, N.W.1 

The Council of Bedford College invites applications for the post of Sec- 
retary of the College, vacant as from Ist October, 1948. The post is open 
to women only, and the appointment will be made at a non-resident 
salary of £1,000—£1,200 per annum according. to qualifications and 
experience. Candidates must hold| a University*degree. Last day for 
receiving applications 7th February, 1948. Further particulars from 
the Secretary. 


'MPERIAL Chemical Industries, Ltd., Explosives Division, require a 

statistician to work at the undernoted address. Applicants should be 
aged 25/35, preferably have some industrial experience, able to forecast 
market trends. Salary commensurate with qualifications and experience. 
Applications to the Staff Manager, 25 Bothwell Street, Glasgow, C.2. 


Printed in Great Britain by St. CLEMENTS Press, Lip.. 


t 22 Ryder Street, St. James's, Londen, §.W.1. U.S. Representative : 








Portugal St., Kingsway, London, W.C.2. 
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THE HONGKONG AND SHANGHAI 
‘BANKING CORPORATION 


(Pacer pa ated in the Colony of Honghong 
CAPITAL ISSUED AND FULLY PAID vp - . - $20,000,000 
RESERVE FUNDS STERLING . ° : - €6,000,000 


RESERVE LIABILITY OF MEMBERS.- - - - - - $20,000,000 . 
\ Head Office: HONGKONG 
Chie: Manager Tux Honovsasue A. Morse, C.B.E. 


BRANCHES 
*Kobe — 
*Pairen Kowloon , 
Foochow Kuala Belait 


Amoy Colom 
Bangkok 
Batavia 
Bombay Haiphoor Kuala Lampur 
Brunei *Hamburg Kure 

Calcutta Hankow 
Cameron High- *Harbia 

lands (Malays) Tioilo 
Canton Ipoh 
*Chetoo denseltor 
Chungkinz Johor: 


Mukiden 

Nanking 

New York 

Peipiug 

Penang 
Labuan Rang von 
Londoa Raigen Tieutxia 
Lyons Bandakan Tokio 
Malacea San Francisoo Tstngtan 
Manila Shangital *Yokuhama 
Muar (Johore) Singapore 

* Branches not yet re-opened 


Londen Office: 9, GRACECHURCH STREET, E.C.3 

HONGKONG & SHANGHAI BANK (TRUSTER) LIMITED 

9, QGracechurch Str E..3, a company incorporated in England, 

The Hongkong and Shanghai Banking Corporation, 

‘Trustee in approved cases Trustee Cor 
in Hongkong and Singapore 

Full particulars 


*sourabaya 
Sungei Patani 
Bwatow 
‘Tawaa 
Teiuk Aason 
(Perak 


and an affiliate of 
is prepared to act as Executor and 
nupanies, also affiliated to the Corporation, are established 


may be had on application 


Let 
Lloyds Bank 


look after 


your interests 


SEE THE MANAGER OF YOUR LOCAL BRANCH 


Head Office: Branches throughout 


EDINBURGH SCOTLAND 
€sTO. 162s 


LONDON OFFICES: 37, Nicholas Lane, E.C.4; and 
18/20, Regent Street, Piccadilly Circus, S.W.1. 
Every description of Banking Service undertaken. 





REFUGE ASSURANCE COMPANY, LTD. 


Chief Office: OXFORD STREET, MANCHESTER, |! 
ANNUAL INCOME EXCEEDS £16.300,000 


ASSETS EXCEED ¢97,000,000 
CLAIMS PAID EXCEED €181,000,000 


(1946 Accounts) 


DOMINION OF CANADA 
FOUR PER CENT. REGISTERED STOCK 1953-58 


For the purpose of preparing the Interest Warrants due Ist March, 
1948, the Balances will be Struck on the evening of the 2nd February, 
1948, after which date the stock will be transferred ex-dividend. For 
the Bank of Montreal, Financial Agents of the Government of the 
Dominion of Canada, in London, 

A.D. HARPER, Manager, 


47, Threadneedle Street, EB.C.2. 1st January, 1948. 


ne ieee, tected 


OTHER NOTICES APPEAR ON PAGE 38. 
Published weekly by THe Economist Newsparer, Lrp., 


R. S. Farley, 111 Broadway, New York, 6.—~Saturday, January 3. 1948. 





